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To an Executive 
interested in 
gas consumption 


This New Yorker model, in addition to the 11,000 BTU burner for the 
hot water tank, has four 6,500 BTU brewing burners and 
eight 400 BTU storage burners. 


How does improved restaurant busi- 
ness affect you? Many of the wiser 
restaurant owners are placing their em- 
phasis on improved food. This means 
new cooking equipment. And here you 
are vitally interested. 


The most important item on the menu 
is coffee. At a recent meeting of res- 
taurant owners it was agreed that Silex 
glass coffee makers—transparently clean, 
using less coffee, eliminating dumping, 
requiring less cream, dramatic in opera- 
tion—today offer the preferred method 
of making coffee. Here is equipment 
the restaurant man will thank you for 
selling him. Because Silex glass coffee 
makers generally increase coffee sales, 


they also increase gas consumption (at 
the same time reducing the cost per 
cup). Silex glass coffee makers—with 
their new burners setting new standards 
of efficiency—represent your outstand- 
ing merchandising opportunity. 


Silex is eager to help you plan your 
merchandising activity. Simply write 
and ask how our sales force will co- 
operate with you. 


The Silex Co., Dept. 123, Hartford, Conn. 


GLASS COFFEE MAKER 
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Here is the Truth about 


IDEWALL FAILURES 
IN TRUCK TIRES 


your tire bills too 
Do nearly new 
go bad long before 
tread is worn? If 
yours is 2 common 
perience. Every 
nth, thousands of 
lars in unused mile- 
toll on to scrap piles. 
re’s a reason—and a 
nedy. Think of the 
ces that tear at tires. 
th every start, tires 
a thrust—with every 
p, a yank. And al- 
s—as a tire rolls— 
vy loads flex the cas- 
—several hundred 
hes a minute. Every 
le, every minute, these 
ces batter away at 
r tires. 


Tires Blow Out 


» wonder ordinary 
bs can’t stand the gaff! 
by can’t take it be- 
se they lack strength 


where they need it most 
— in the sidewall! Right 
there is the weak spot of 
ordinary tires. That’s 
the point where stresses 
concentrate. That’s the 
part of the tire that lets 
go—in eight out of ten 
premature failures. Ac- 
tual figures prove that 
80% of these tire fail- 
ures occur in the side- 
wall “Failure Zone.” 


Goodrich engineers 
licked this greatest cause 


of premature tire failure 
at the source. They did 


Write, wire or phone 


Department T-123 


it with Triple Protection 
—built into the sidewall 
of every Goodrich Sil- 


vertown. 


More For Your Money 


Why not get more for 
your tire dollars, starting 
right now? Ask the 
man in charge of tire 
purchases to check the 
Goodrich story. Have 
him run tests. Investi- 
gate every claim. We 
think you will be sur- 
prised at what Goodrich 
Silvertowns and Good- 
rich application service 
can do for you. 


If you prefer, write us 
direct for information 
on what we are doing 
for other companies. 
Write your name and 
address in the margin 
below. Tear off and 
mail today. 


The B. F. Goodrich Company, Akron, Ohio x 
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American Pay-Out and Take-Up Reel 


TYPE 3893 


The American Type 3893 Pay-Out and Take-Up Reel is an all purpose 
reel, for utility work. It can be mounted in any type of utility body, 
and is equipped with a tension brake whereby the speed of the reel is 
controlled when paying out wire. A most practical reel for stringing 
service wires—saves time and wire. 


Write for full particulars to meet your requirements, and for our latest 
catalogue. 


Largest Exclusive Manufacturers of Standard 
Utilities Equipment for Motor Vehicles 


THE AMERICAN COACH & BODY COMPANY 
9603 Woodland Ave., CLEVELAND, OHIO 
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Pages with the Editors 





T was with some eagerness, not unmixed 

with other feelings, that ye editors recently 
awaited receipt of our regular copy of our 
esteemed contemporary, the Literary Digest; 
for it was in that issue that the editors of 
the Digest were expected to explain, or at 
least discuss, the poor showing of its quad- 
rennial presidential straw poll. After reading 
through a description of the manner in which 
the Digest organized its poll in years gone by, 
no conclusive solution was forthcoming. The 
Digest editors seem to be about as puzzled 
as we were. Indeed, the chief explanation 
of the Digest editors for the failure of their 
straw poll appeared to be a variation of the 
old story: “I didn’t know it was loaded.” 


Ir all goes to show that in a world of 
change, there is no eternal verity except 
change itself. And now the very sweep of 
the New Deal victory last month has caused 
speculation as to the resurrection of a number 
of early New Deal policies and projects that 
had been buried with such care by the “ex- 
perts” and “observers.” Even the old Blue 
Eagle, it is rumored, may again stir from his 
grave under a new name and plumage, even 
as the fabled Phoenix arose from the ashes 
of its funeral pyre. And if Death takes a 
holiday in this manner for all the past slips 
of the New Deal, is it not unlikely that 
the romantic Passamaquoddy tidal power 
project will be among the disinterments to 
be looked for at the next congressional ses- 
sion! 


Ir is well known that President Roosevelt 
has never entirely surrendered his hopes for 
the Bay of Fundy project. Only last August, 
while visiting in Maine, he told the people of 
Eastport: “Quoddy will be completed. I 
believe in Quoddy and I believe you do, too!” 
Of course that was before Maine and Ver- 
mont seceded from the New Deal. Yet, the 
President’s fascination for this proposal to 
harness the tides of the ocean has always 
been thought to be more idealistic than po- 
litical. And now, with a blanket mandate 
from the people and a Congress of a kind 
to which he can still send “must” bills, there 
is good reason to believe that President Roose- 
velt can have his Quoddy if he still wants 
it. 

So to balance the favorable article we pub- 
lished about Quoddy in our August 27th issue, 
we are presenting in this issue (beginning page 
739), a critical discussion of the subject by 
Dr. Henry Earte Riccs, professor emeritus 
of the University of Michigan, who needs 
no further introduction to FortTNiGgHTLY 
readers. 


feo have been a number of interesting 
and amusing by-products of that fast 
growing modern institution, the trailer. Hote] 
men have been driven to look over acreage 
on the outskirts of towns instead of square 
feet down in the busy sections. Producers 
of cased meats (hot dogs to you) and other 
edibles of the highway grill stands are chuck- 
ling as they watch the American home literally 
take to wheels. Then, too, the trailer has 
been a godsend to so-called humorists and 
cartoonists who have been having a difficult 
time lately getting laughs out of this serious 
world. 


But if this trailer movement keeps up, what 
effect will it have, or could it have, on central 
station utility service, including gas, electricity, 
and the telephone? In this issue we have a 
very forward looking if somewhat speculative 
article by Pace Gotsan, Jr., in which the 
author attempts to forecast what would happen 
to the utilities if America should become a 
nation of rubber-tired nomads. Some readers 
may think the trailer situation envisioned in 
this article is a little too improbable for 
such serious attention, but look what this 
Rose Bowl business has done to modern col- 
legiate football. 


Mr. GoLsan, a newcomer to the FortnicHt- 
LY pages, is a cadet engineer with the New 


HENRY EARLE RIGGS 


Would thirty-six millions make only 
half a Quoddy? 


(Sree Pace 739) 








december 3, 1936 Public Utilities Fortnightly 














Even before the enactment of new 
legislation, ‘making up the payroll” 
involved the writing of numerous 
records and the filling-in of many 
forms. It imposed a peak-load bur- 
den on the clerical staff. Speed and 
accuracy were essential. 


Now, direct payroll taxes add fur- 
ther to payroll routine. Provisions 
of the Federal Social Security Act 
and State Laws will require collec- 
tion of payroll taxes in such manner 
as to assure proper identification of 
every employee. 


It is evident that certain reports will 


a1 SS This new book of 
modern payroll 


MODERN “8 = methods will be 
P sent free to em- 
PAYROUL 5 ployers. Write to 

PROCEDURE 
: Or any Addresso- 


‘. | 
af ( es al 4 graph representa- 
4 aa tive will gladly 
‘ supply a copy. 

















i us on your bust- 
} ness stationery. 


. } } 
| Consult principal 
MUTHODS - FORMS - FQUIPMENT) city telephone 


books. 


am 
Wy 


More than 50 models of name and 
data-writing machines. Prices as 
low as $48.00, on convenient terms. 





— 


Addressograph Payroll Methods 
Simplify Record Requirements of 
Social Security Act 


include names of all employees, 
time worked, compensation earned, 
tax deducted and payable. 


For many years Addressograph has 
provided methods that are recog- 
nized as the fastest, most convenient 
and most economical—methods that 
make possible errorless mechanical 
transcription. Present Addressograph 
users will find no appreciable extra 
burden. Required reports will be 
easily made. 


This new book, MODERN PAY- 
ROLL PROCEDURE, is free to 
employers who must meet new re- 
quirements and are interested in 
methods that will simplify all pay- 
roll work. Write on business sta- 
tionery to: 


Addressograph Division, Address- 
ograph-Multigraph Corporation, 
Cleveland, Ohio. Sales Agencies 
in Principal Cities of the World. 


Addressagraph 


NAME- AND DATA-WRITING EQUIPMENT 
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8 PAGES WITH THE EDITORS (Continued) 


York State Electric and Gas Corporation, and 
graduated only two years ago from Massa- 
chusetts Institute of Technology. He was 
born in California and now labors upstate in 
New York. 


¥ 


le W. Morrison, whose article on 
public utilities begins on page 748, is 
also a new contributor to the ForTNIGHTLY. 
Reversing the process used by Mr. GoLsan, 
Mr. Morrison was born in the upstate New 
York and now labors in California on matters 
of valuation and depreciation for the San 
Joaquin Light and Power Company. Speak- 
ing of public relations generally, Mr. Morrt- 
son concedes that humility is a virtue but 
he believes that a little advertisement of one’s 
virtues is also helpful for an industry that 
seeks greater public confidence. 


¥ 


HE fourth article in this issue is by that 

contributor so familiar to FortTNIGHTLY 
readers, Herpert Corey. Other writers on 
political events like to stay away from Wash- 
ington for “perspective,” as Walter Lippmann 
would say, or because, as a more cynical 
writer once said of Washington, he “couldn't 
see the circus for the clowns.” But HeErpert 
Corey wants to be right on the firing line. 
He lives in Washington, stays here a good 
deal of the time, and actually seems to be 
getting a great deal of fun out of it. 


Anp so when the Third World Power 
Conference was recently held in the Capital 
City, it was not surprising that Mr. Corry 
took great interest in it. In this issue we 


PAGE GOLSAN, JR. 


What would the utilities do if their residential 
customers drove off and left them? 


(Sree Pace 761) 


RAYMOND W. MORRISON 


He wants the utility industry to blow 
its own horn a little more. 


(SEE Pace 748) 


have the benefit of Mr. Corey’s ruminations 
concerning the doings of that august gather- 
ing. 


¥ 


|” vena pd readers will be doubtlessly 
intrigued by the notice which accompanies 
this issue to the effect that there will be no 
FortTNIGHTLY published for December 31st, as 


might otherwise be expected. The reasons 
for the hiatus between our next issue—De- 
cember 17th—and January 7th are more cal- 
endrical than editorial. It’s a little trick 
the calendar plays on FortTNiGHTLY publica- 
tions about every eleven or twelve years. 
It last happened in 1925 and before that in 
1914, because the ForTNIGHTLY always pub- 
lishes on a Thursday. With a different pub- 
lication day in the week, the years would be 
different but the same. gap would occur sooner 
or later. 


In short, Pusiic Utirirres FortnicHrtty is 
published every other Thursday, which would 
make twenty-six issues in the ordinary year 
of fifty-two weeks. But this year of 1936 
happened to have twenty-seven alternate 
Thursdays for our publication date. llow- 
— the same thing won’t happen again until 
1948. 


THE next issue of this magazine will be out 
December 17th. 


A, Celie 
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HOW LEADING UTILITIES 
KEEP INVENTORY DOWN 
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° ; reducing inventory it makes If you have Kardex Stock 
CK > . ° 

a- important savings in stor- Control records now, find 
‘s age, handling, depreciation _—_ out how little it would cost 
b- and obsolete materials. to add modern improve- 
b- . - 
" Wir load rapidly on the ee - 3 ments which will make still 
x : The money-saving efficiency 


er increase, every utility is 2 . ; reater savings sible. If 
faced with the problem of of Kardex Stock control is bi haven’t ‘Kaka, tele- 
keeping inventory from in- based on these two factors: phone the Remington Rand 
it ' [creasing at the same pace. 1. THE ASSEMBLING of vital office in your city or write 
yet widely-distributed infor- | Remington Rand, Buffalo, 


te Progressive utility compa- sal . 
mation on compact Visible _N. Y., for full details. 


il nies dozens of them—have 
; ' Kardex cards. 
turned to a simple, inexpen- 
it sive Kardex Record System. 2.1INSTANT WARNING 
It controls stock ranging all flashed by Kardex OK: it4 from 
the wey from electric irons signals of danger- 


, and switches to mountain- ously low stock or 


Remington Rand 
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AFE PROGRESS in SWITCHBOARDS 


Pantograph mounting for circuit breakers is typical of the way 

I-T-E improves switchboard construction. Gain in flexibility 

and other operating advantages is matched by an advance 

in safety. 

Details of I-T-E withdrawal type construction, as used in 

many recent central station switchboards, are available in 
Offices in Bulletin 368. The bulletin includes all features of I-T-E 
incipal Cities steel-enclosed switchboard design. 





|-'T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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“There never was in the world two opinions alike.” 


Epwarp STOKES 
Former Governor of New Jersey. 


Harcourt A. Morcan 
Director, Tennessee Valley 
Authority. 


ERNIE PYLE 
Columnist. 


Dr. Harotp G. Mouton 
President, Brookings 
Institution. 


C. E. GroesBeck 
President, Electric Bond & 
Share Company. 


Froyp L, CARLISLE 
Chairman of the Board, 
Consolidated Edison Company 
of New York. 


Otiver L. LAWRENCE 
Member of British Royal Institute 
of International Affairs. 


Roy Emerson Curtis 
Dean, School of Business and 
Public Administration, 
University of Missouri. 


Lister Hitt 
United States Representative 
from Alabama. 


—MOoNTAIGNE 


“Utility and railroad managements are the most mis- 
represented and abused group in public life except the 
bankers.” 


¥ 


“In a country where nearly six million farm homes are 
without electricity there has been no rural electrification 
experience.” 


¥ 


“Talk about government ownership one third 
of the state of Idaho is owned by the government, in na- 
tional forests.” : 


¥ 


“Economic progress in the years that lie ahead is de- 
pendent in a very important way upon development in the 
transportation field.” 


* 


“No business or industry can survive the combination 
of both regulation and competition at the hands of the 
Federal government.” 


¥ 


“There is no power problem, certainly in the United 
States of America, that cannot be solved by fair negotia- 
tions and reasonable compromise.” 


¥ 


“In Britain the principle of government interference, 
in the social interest, with the freedom of private enter- 
prise in industry, is now nearly a century old.” 


¥ 


“With the Federal government now in the field of elec- 
tric light and power regulation, public control is likely 
to become as thorough here as it is in the railway field.” 


¥ 


“The proposed development of the Coosa-Alabama river 
system for navigation, power, and flood control would 
come nearer paying for itself than any river project the 
government has undertaken.” 


12 
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REMARKABLE REMARKS (Continued) 


Maury MaAverick 
Magazine writer. 


SAMUEL B. PETTENGILL 


U. S. Representative from Indiana. 


Tuomas F. WoopLock 
Former Interstate Commerce 
Commissioner. 


ALEXANDER Dow 
President, Detroit Edison 
Company. 


ANNING S. PRALL 
Chairman, Federal 
Communications Commission. 


Wiuiam L. Ransom 
Former President, American 
Bar Association. 


Tuomas W. LaMont 
Partner, J. P. Morgan & Co. 


JosepH B,. EastMAN 
Interstate Commerce 
Commissioner. 


“Let the TVA and similar enterprises tell the world 
that they stand: (1) for government ownership, and 
(2) for directing any pool in which the government might 
have any interest whatever.” 


¥ 


“In terms of social ethics, where does the dollar derive 
a claim to being paid dividends during periods of depres- 
sion superior to the claims of the laid-off worker to being 
paid unemployment reserves ?” 


* 


“Now that transportation has become an acutely com- 
petitive industry, it is time to cease regulating railroads 
as a monopoly and free them sufficiently to enable them 
to meet their competitors on reasonably equal terms.” 


¥ 


“T haven’t even the satisfaction of knowing that tax 
money is spent reasonably and for good purpose. We al- 
ready pay 14 cents of every gross revenue dollar for taxes. 
If they put a tax on surpluses it will play the very devil.” 


¥ 


“In America we believe in private enterprise when- 
ever it can do the job in the public interest. We regard 
the radio as the rightful heritage of the people, best per- 
formed through private operation under careful govern- 
ment surveillance.” 


¥ 


“The public ought to consider very carefully whether 
it wishes the policies of the government to be such as to 
make a continuance of private ownership of this industry 
impossible and thereby to compel the socialization of the 
railroads.” 


* 


“Government ownership might result logically in elim- 
ination of competition among the railways. But still, with 
competitive highways, waterways, and air lines, with 
alarmingly increasing labor costs, where could the gov- 
ernment come out id 


> 


“Railroads perform a public function, and we would 
not be embarking on communism if our government took 
over that function directly as many other countries have 
done, instead of intrusting it to private enterprise. It is 
only a question of the way to get the best results.” 
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New CE Unit for— 


ochester Gas & Electric Corporation 
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Station 
No. 3 


Capacity—250,000 Ib 
Design Pressure—750 Ib 
Total Temperature-—750F 













CE PROD 












HEAT RECOVER 

EQUIPMENT | 
e 
Fabricators of . 


fanks, etc., welde 
‘in carbon, alloy or 












@ The above cross-section drawing shows the second 
superimposed CE Steam Generating Unit, now in 
course of construction for Station No. 3, Rochester 
Gas & Electric Corporation, Rochester, N. Y. 

The unit is comprised of CE equipment as follows: 
Bent Tube Boiler, water-cooled furnace and pulver- 
ized coal burners; also Elesco Superheater. Steam 
will be supplied to a 6000-kw non-condensing turbine- 
generator which will exhaust to the existing low- 
pressure turbines. 


COMBUSTION ENGINEERING COMPANY, INC. 
00 MADISON AVENUE - NEW YORK 


adian As Engineering Corporation Ltd., Montreal A-318 
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CONNELLY REGULATORS 


Service-Type GV 
60 Years’ Service 


1876-1936 


Pounds to pounds or pounds to inches; Efficient 
Control; Fully Accessible; Double guided, renewable 
stream- lined, soft-seated valve gives increased capac- 
ity; Replaceable valve ports for changed condition; 
All inspected or serviced without 


parts can 





removing Regulator from line. 


Weight loaded; Spring loaded or Combined bs ta 
° 


and Spring; With or Without Mercury 
threaded or flanged parts under high pressure. 


WRITE FOR BULLETINS 


Connelly Caloroptic BTU Indicator; 
Station, District, 
Pressure; 


S ervice, 


Appliance; 
Iron Sponge; 


Tron Oxide. 





Regulators, 


Back- 


©onpellit 


dron Sponae & Governor Go. 


Ghicago, Tl. 


Elizabeth. 





N.d, 


SIMPLE, 


NOTICE: 


mesh— 


NO flattening or 


ISN’T IT? 





The triangular wedge formed by 
the tang and V-Bottom 
which forces the wire into a solid 


NO set-screw contact. .. 


ei 


collar, 





connection. . . 





IT! 


mounted samples of SCO 
upon request. 


5629 Madison Rd. 











NO limitation to one size wire. . . 


NO need for you to search any longer for the 


PERFECT solderless connector—WE HAVE 


FREE! A large display board, containing 
lugs. 

Address Dept. UF. 
ILSCO COPPER TUBE & PRODUCTS, INC. 
Cincinnati, Ohio 


g of wires... 


Sent 








NO shearing effect whatsoever. . . 


NO special tools required to make 



















tll pay you to INVESTIGATE... 
gWE yer? 
oT o10 








THE JOHNSTON & JENNINGS CO. 

977 Addison Road Cleveland, Ohio 

Engineering and Sales Services in Principal Cities 
ae 


A battery of four 
Stowe poe sat orang 
cheap midwestern coa 
—at high efficiency. 


Catalog No. 10 is 
complete with 14 dia- 
grams, 20 illustra- 
tions. Send for one. 





e Compensating feed—positive rear end air seals~ 
unrestricted coal selection—and much reduced ash 
it losses—these are some of the advantages that 
towe Stokers—and only Stowe Stokers can give you. 
Investigate these exclusive features. Full details, and 
a copy of Catalog No. 10, on request. Send for one, 

























STOWE STOKERS 
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... FLAWLESS GLASS with 


RASS BUSHING—‘“/c IDEAL zzsu/ator 


When you “line up” with 
HEMINGRAY you line up 
these Advantages: 
1, Brass bushed smooth threads 
for insulator pin. 

2. Greater mechanical strength. 

3. Sustained high dielectric strength. 

4, Unaffected by sudden temper- 
ature changes. 

5. Withstand maximum insulator 
pin expansion. 

6. Neve: age or deteriorate. — 


7. Contrc\led uniformity of product. — 
All surfaces impervious to _ 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions.It’sbrassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
pin expansion. Its many all-around advantages 
clearly point to the brass bushed Hemingray 
as the ideal insulator for low-cost distribution 
service. All styles in clear and brown color. 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
INSULATORS 
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This Battery Is Designed for 


e 


» 


CHLORIDE 
BATTERIES 


Stationary Service 


ROBABLY no battery has ever won the 

confidence of the telephone, railway and 
power companies as completely as the Exide 
Chloride Battery. Certainly none other has 
been more widely used by the leading utili. 
ties for stationary service. The reason for 
this is more readily appreciated when the 
advantages of its unusual construction are 
thoroughly understood. 


Yet the Exide Chloride is but one of many 
types of Exides that have been serving the 
country’s utilities for nearly half a century. 
Possibly some one, or more, of these types 
offers your organization the proper solution 
of battery problems. Our. engineers are at 
your service. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 











PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 


line breaks. 


Perfect water level con- 
trol assured by the Allti- 
tude control Valve... 
the most efficient and 
dependable automatic 
valve for tanks, stand- 
pipes and reservoirs. 


Ask for your copy of catalog for our com- 
plete line of automatic control valves 


— Alloy tool steels made to exacting specifica- 
tions 


— Old craftsman methods of individual man- 
ufacture 


— The most rigid inspection and testing 0 
each plier 


Klein methods are not mass production 
methods but for a man who demands @ 
plier of Klein quality there is no way to 
produce it except the Klein way. 





Golden-Anderson Valve Specialty Co. Meh KLEIN 


1380 Fulton Bldg. Pittsburgh, Pa. 
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HEY PULVERIZERS 


in Central Stations 





ant after plant in the Public Utility industry has swung to Riley 
lverizers . . . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, IIl. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 


Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
ST. Lo’ CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
OILER: - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
ULVER’ ZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Lk Complete Protection | EFFICIENCY 


ACCURACY 
ECONOMY 


IN THE OPERATION of any 
power plant, whether steaim or 
water, ECONOMICAL overa- 
tion is dependent on the +FFI- 


CIENCY of all units. 
SIMPLEX METERS, in accurately 


measuring water input and sicam 
output, provide a permanent and 
ACCURATE check on plant ef- 


ficiency. 


- ete or LET SIMPLEX ENGINEERS help 
or outdoor housing of indoor type you to produce power with great- 
transformers. Aluminum or rust-proofed er econem 

steel. Completely weatherproof. Y 


Catalog No. W-300 PIT 


Write today for complete information. 


SIMPLEX VALVE & METER CO 
WALKER ELECTRICAL CO. ‘ 
j 5 Atlanta, Ga. : i 6761 Upland St. Philadelphia, Pa. 























Style Bar-S All Weather Binder 
FOR METER READING 


Write us for circular and details. Send sample of your sheet for prices 
on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 
10-16 Logan Street, S. W. <> GRAND RAPIDS, MICH. 
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The Mountain Comes 
To Mohammed 


7 


E realize that most merchants do not have the opportunity 

y \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 


se ees a Pees af sit * 
a a pirts BURGH, Z 
“PLATE GLASS COMPAR 
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Ale 


CAPITAL AND SURPLUS 


*5,000,000 





WT 





THA 
DEMAND 
RECOGNITIO 


The first Hygrade Lamps were manufactured 
1901. The capitalization of the company was $3500. Hf 
grade Lamps entered the market in competition with bulbs pr 
duced by the largest manufacturers of electrical equipment 
the world. Yet, by the sheer power of their fine quality, they ha 
steadily forced growing recognition of their merits until today 
| g () | demand for them has reached a volume that is the third large 
in the country—and the company’s capital and surplus is ov 
five million dollars. 
_— A big company—a big name. A concern whose record and pro 
uct must command respect—and consideration in your schem 
A story of the facts behind such tremendous growth must i 
worth listening to. It’s a story that offers economies as wel 
quality, a story that is interesting more and more importal 
utilities—particularly on street lighting. A story you ought! 
know. Ask us to give it to you. 


HYGRADE SYLVANIA CORPORATION, SALEM, MASSACHUS 


ft HYGRADE LAMP! 


SPECIALISTS IN 


STREET LAMPS Manufacturers of incandescent lamps for over 30 years. 
© 1936, Hygrade Sylwania Corp. Makers of Sylvania Set-tested Radio Tubes 
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TITAN 


SNAP ACTION 
THEROMSTATS 


To specify a Titan Snap Action 
Thermostat is to specify a device 
tested by wide field experience ... 
proven by years of use under the 


most severe conditions with all 
types of gas from Canada to the 
Canal Zone . . . extraordinarily 
sensitive yet rugged, unfailing in 
operation, practically fool-proof 
and trouble-proof, virtually free 
from the necessity of servicing. 
Titans are already standard equip- 
ment on the majority of storage 
heaters approved by the American 
Gas Association. They are avail- 
able for any size from the smallest 
to the largest. Write for details. 


THE TITAN VALVE & 
MANUFACTURING COMPANY 
Thermostats :: Safety Pilots :: Relief Valves 


3205 PERKINS AVENUE, CLEVELAND, OHIO 
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20% Less Cost than Average 
For Your Next Power Plant— 


Yet With High Performance 


ye you like your 

next plant to have 
high performance, yet to 
cost 20% less than the av- 
erage? New installations 
may approach or better this 
figure by new and better 
design which we call the 
X-20 type. You will find 
it worth looking into. 





A New Paper On 
This Subject Will be 
Sent Upon Request. 











easil: 


Write or Telephone Us STA 


That 
wide 


ford, Bacon & Davis, 3nc. jor 


$ Invit 
Engineers 
PHILADELPHIA CHICAGO 
WASHINGTON 39 BROADWAY DALLAS 
NEW YORK 


Specializing In Low-Cost, High-Performance Installations 
The X-20 Type New and better design 
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ee best salesman 


“ul 


Le test of a typewriter is the 
Ypewriter ttself, and the 














Copyright, 1936, Royal Typewriter Company, Inc. 
Put the New Easy-Writing Royal to any test you 
can think of! Let its performance provide proof 
of the merits of this great typewriter. 


For the New Royal is its own best salesman— 
master of that most convincing argument of all FIRSTS that make 
—perfect results! At its keys, any operator can ROYAL FIRST! 

A 4 P 
easily produce better typing, faster! First in SPEED... 
Greater volume! A 


STANDARD OF THE BUSINESS WORLD in EASE 


o. e h 
Touch Control*, Shift 


That is why the New Easy-Writing Royal is so ee in ey 


widely preferred .<°. . why Royal is now en- score of exclusive im- 


0 t i j i ! provements! First in 
joyiny the greatest sales of its Aes history aaa a 


Invit- a demonstration. . . . Compare the Work! volume—enhanced qual- 

ity! First in ECON- 

World’s largest company devoted exclusively OMY ... Lower typing 
to the manufacture of typewriters. costs through- 


ROYAL TYPEWRITER COMPANY, INC. ay A ‘x 





2 Park Avenue, New York City me an pore 


* Trade-mark for key-tension device 


[ OYAL. WORLD'S No. 1 TYPEWRITER 
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e> DITTO MAKES QUICK, 
P ACCURATE COPIES OF.. 


Operating Reports Forms 
Financial Statements Requests for Bids 
Bulletins Contracts 
Service Orders Payroll Records 
Specifications Time Sheets 
Rate Schedules Blue Prints 
Work Orders Instructions 
Light and Power Statistics 
Drawings and Sketches 


Ditto requires no stencil, no type, no carbon. 


It copies anything typewritten, handwritten 
or drawn, in as many as eight colors, direct 
from the original in one operation. Any size 
sheet may be reproduced from a small label to 
a large form 20 x 34 inches; any weight or grade 
of paper may be used. Copying errors are im- 
possible because Ditto copies are photographi- 
cally correct. If your office work requires quick, 
accurate copies of any of the above listed 
operations, it will pay you to investigate Ditto. 


Write for our book 
“Copies — Their 
Place in Business’. 
It tells how Ditto 
will seve money 
in your business. 
No obligation. 


Ditto, Ine. 


2254 West Harrison Street 
CHICAGO, ILLINOIS 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


blic utilities are welcoming this revolution- 
larger-capacity foam equipment for flam- 
ble liquid fires. 


specially designed PHOMAIRE Play 
pe connects to your hose line (34" to 2!/2"). 
hen the water is turned on, PHOMAIDE, 
new foam-making solution carried in a Hip 

, and air are automatically drawn into the 

# stream in the proper proportions to 
m foam. 


are no complicated preliminaries, no 


pnfusing adjustments, no moving parts. And 


ly one man is baum at sae Play Pige. 


7, 5 
tai Ps as 
% oe ‘ 





Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated et the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold a 


rene TNanufactu 


NEWARK (iE) A. 


KANSAS "erry 
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COLTAEL) VALVES - - 


- Cast Carbon Steel 

. Cast Carbor Molybdenum 
steel 

« Cast Chrome Nickel Steel 

‘ cmeechrome Nickel Tung: 
sten Steel 

. Cast Chrome Tungste® 
Steel 

- Cast Nickel Steel 


“Tha 
CHAPMAN VALV! 


MANUFA T 
: : Cc URING COMP 
AN 


ARD ) 
TS 
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Public Utilities 


everywhere are winning with 


FRIGIDAIRE 


@ From coast to coast they are smashing 
all previous refrigerator sales records! 

Because—Frigidaire had the range in’36! 
Well-laid plans, far-sighted sales strategy, 
and dynamic, sales-compelling advertising 
backed up a superior product. 

“Buy on Proof” made history. The “5 
standards” revolutionized refrigerator buy- 
ing. The “Meter-Miser” captured America. 

We gave these ingredients of success, 
plus the most complete, well-rounded sales 
and advertising campaigns ever known in 
the industry, to a// Frigidaire utilities. And 
they have capitalized on them to make 
1936 their greatest refrigerator year! 


FRIGIDAIRE CORPORATION 
DAYTON, OHIO 


ik OX 


q WILL DO pill Ge” With FRIGIDAIRE ... IN '37! 
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Consult - 


elt] / (x 
\ 


ARCo Tales 

| ° \ \ 

Library \— °: 
OF 





WU Voliatccvarelaras 
Paints 


CAterr Engineering 
and Purchasing Depart- 
ments are invited to 
send for this essential 
Library of Maintenance 
Data...including (1) Up- 
To-The-Minute Releases 
from the ARCO Research 
Wel lel achicldl-\ Wain Gt. Es 
ulative development, 
in ready reference form, 
of 57 years’ experience 
in formulating mainten- 


ance paints for Public 


Utilities. Address: De- F LIBRARY OF 
, MAINTENANCE 

t t F, THE ARCO | 

partmen j 





COMPANY...CLEVELAND 
or LOS ANGELES. 
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—ELLIOTT— 


Addressing—Recording — 
Tabulating and Statistical 
Machines 
c ) 











Special equipment for Public Utilities, from the 
smallest to the largest, to meet simple or exact- 


ing requirements. 


A new system, using rubber plates for printing 
gas, electric or water bills on postal cards, will 
be of special interest to utilities using a post- 


card billing system. 


Information on any equipment in which you 
may be interested will be gladly sent upon re- 
quest without obligating you in any way. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
175 Albany Street, CAMBRIDGE, MASS. 


Sales and Service Offices in all Principal Cities 

















ot 
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y m TAYLOR STOKER UNITS | 

TAYLOR STOKERS | 
FURNACES (Woter-Cooleéd 
oe ASH HOPPER‘ 


— 











=—— 


ri, 
Pemcorce 11  Vag 


Unit Responsibility 


THE A-E-CO Taylor Unit brings under the 
supervision of Taylor engineers the coor- 
dination of multiple retort underfeed 
stokers, water-cooled furnaces, air control 
and ash hoppers in such a way as to gain 
maximum efficiency and capacity under 
any given set of conditions. It centers 
responsibility for performance, enables 
selection of the proper stoker drive from 
the many Taylor have developed— 
hydraulic, electro-hydraulic, steam tur- 
bine, straight line high capacity; permits 
full consideration to be given to the 
use of preheated air; insures the inter- 
changeability of replacements for years to 
come and subsequent use of inproved 
parts and allows for later expansion of ex- 
isting capacity at a minimum of expense. 

















Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Jther Products: A-E CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE SHAW 
PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIAREES 











oF 
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TELL THEM 
and you'll 
SELL THEM 





Vv 


Lamps, toasters, percolators—they all need tags to put your sales message 
across at the point of purchase. For a tag on your product 


1. IDENTIFIES 
2. GUARANTEES 
3. INSTRUCTS 


We make a great variety of tags of all kinds. If you could see samples of our 
latest work you would find inspiration for tags in your business. Just fill in 
the open and we'll be glad to send you some and prices without obligation. 


Send mea few samples of tags that tell them. No 
obligation of course. 





NAME é POSITION 





COMPANY 


Dept. NL 
Fr.mingham, Mass. ory 
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UBLIC SERVICE CORP reece 


L. = 
TERNATIONA . N. Y- LAST DISCOUNT DAY 
3 270 BROADWAY = NEW YORK Last DISCOUNT DAY" July 20 = 
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1460 Warr 
W, Thompson city 
1460 Warren St. 
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Greater Detail and SPEED 
for Objective Rate Billing 


The complex requirements imposed upon utility companies in connec- 
tion with Objective Rate Billing are ideally met with the International 
Electric Bookkeeping and Accounting Method. This machine account- 
ing method provides for the extension, proof and recording of all 
factors involved in billing complex promotional rates—with no reduction 
in speed. Note the following exclusive advantages. 


Automatic recording of basic readings—no transferring of 
7. meter sheets. 


9 Automatic classification of each account according to those 
participating and those not participating in low rates. 


Automatic extension and proof at a constant speed of 6,000 
items per hour, regardless of the number of factors involved. 


Bills printed at a constant speed (1,200 to 3,500 per hour) 
regardless of the number of factors printed on the bill. 


Detailed statistics available as a by-product result. 


This plan may be applied with great advantage, to any type of promo- 
tional rates. Let us send you detailed information. 


GENERAL OFFICES: 3 BRANCH OFFICES IN 
BROADWAY, NEW YORK, N. Y PRINCIPAL CITIES OF THE WORLD 
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EVEREADY 


TRADE MARK 


INDUSTRIAL 
FLASHLIGHT 


“Built for Rough Treatment" 


The “Eveready” Industrial Flashlight is buill 
for ROUGH treatment. The entire outer casino 
is made of heavy fibre reinforced inside by 
brass parts to help withstand severe service 
The lens and lamp are protected by a special 
cushioning which softens the hardest impact 
This flashlight has no exterior metal parts and 
it is completely insulated for working around 
“hot” wires, and therefore prevents shocks and 
short circuits. The casing will not dent andis no 
affected by oils, grease, gasoline, alcohol or othe 
solvents and does not deteriorate with age. 

The moulded slide switch is positive in opera 
tion and slides “on and off” easily. The whole 
assembiy can be readily taken apart and pu 
together without tools. Particles of grit canno 
cause trouble. 











TO REMOVE: Slide the switch “A” to the “on” position and hold it} 
firmly against the tube with the thumb. Insert longest finger of right b 
in tube and press brass contact strip “C” directly in front of lug “B”. Thi 
pressure releases the latch and the strip will slide out. 

TO REPLACE: Hold flashlight as shown and press the switch “A” ia 
the “off” position, holding it firmly against the tube. Insert brass contact 
strip “C” with the small raised latch piece “D” on the top, Push it through 
the slot in the first lug “B”. Press down on the slide to flatten the “bow’. 
This pressure will lift the end so it may be pushed in through the second 
lug. Continue to push forward until a distinct click is heard. Then the 
switch is latched and properly assembled. 











NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y. - Branches: Chicago, San Francisco 
Unit of Union Carbide [[j§ and Carbon Corporation 
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In the most up-to-date plants in America with planned 
and routed production is where Modern Group Drive 
shines. ‘This newer of the two standard methods of 
applying motor-power to production machines steps up 
efficiency—and how it saves money. Are you using 
this modern power transmission system that is rapidly 
replacing old-fashioned line shafts and _ ill-advised 
small motors. 
cee SS 

Modern Group Drive calls for large motors for groups 
of machines and individual motors where required for 
single machines. With planned production this newer, 
more efficient system increases production and cuts 
costs. Compared to individual motor drive applied 
to machines indiscriminately throughout a plant, 
Modern Group Drive shows savings in installation, 
operation, maintenance and power costs that no busi- 
ness can afford to lose. 




















(Excerpts from Power Transmission Council’s advertising in 
Business Week and 8 other business publications.) 


UR advertising and educational program, direct- 
ing the attention of manufacturers to more 
fficient and economical use of power, is naturally of 
terest to utility executives. This program is making 


eadway. One of its objectives is more net revenue 
id better customer relations for the utility. It war- 
ants the support of utility companies who recognize 
lat satisfied customers are the root and branch of 
ny successful service. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET . BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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Star Brass 


Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
““Non-Corrosive” Pressure and Vac- 
uum Gages—Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages—Gage Cocks 
Whistles 


New York 
Pittsburgh 
Chicago 
San Francisco 
Buffalo 
Cleveland 
St. Louis 
Shreveport, La. 
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Another Service Call 
Saved . . with , 


“SHO -BLO” 
PLUG FUSE 


The fuse that shows 
“N G’’ when it blows 


No more guesswork. Your 
consumers can now spot their 
blown fuses instantly .. . 
quickly. You save the costly 
expense of servicing calls on 
simple fuse replacements, 

Several prominent Electric Light and Power Oo. 

who have already adopted the USALITE 

‘SHO-BLO”’ self-indicating fuse have effected say. 
ings of thousands of dollars in eliminating servic. 
ing calls. Convince yourself of the money-saving 
features of this remarkable self-indicating fuse, 
Sengpees in whatever amperage you desire will bk 
gladly sent along to you for your inspection. 


Write fer samples and further details to-day! 


UNITED STATES ELECTRIC MFG. CORP, 
222-228 West 14th St., New York, N. Y. 
Chicage Branch Office, 323 W. Polk St. 


- 
oe 


VULCAN SOOT BLOWER CORPORATION 


CDu Bois 


C Pennsylvania 
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mill Offset for advertising broadsides; 
Hammermill Mimeograph and Duplicator 
for reports, charts and department in- 
structions. Hammermill makes a range of 
papers for nearly every business use, and 
they are all made to Hammermill quality 
and distributed to printers through the 
nation-wide merchant group known as 
Hammermill Agents. 





‘FOU don’t need an introduction to 
Hammermill Bond. It has probably 
worked for you at least some part of the 
twenty-five years it has served the Ameri- 
can business public. But possibly you are 
not acquainted with Hammermill Ledger 
for records; Hammermill Safety Paper 
for checks and negotiable documents; 
Hammermill Cover for catalogs; Hammer- 


Wm 


FREE ... compres; 
SAMPLE BOOK 


HAMMERMILL 
OFFSET 


DIRECTLY ABOVE is shown 
the Comprehensive Sample Book 
of Hammermill Papers—more 
than 221 pages of quick, useful, 
authentic information on paper 
selection. 5% x 8%” in size... 


HAMMERN, 
MANUSCRIPT cores 


Dura-Ghy 
wAMMERM,, 
COVER 


Hammermill 
FO sting 


MAMMERMILE 


about 1%” thick .. . fits snugly 
in a corner of your desk or in the 
drawer. Free if you will attach 
the coupon to your business 
letterhead. 


Hammermill Paper Co., Erie, Pa. 
Gentlemen: Please send me your 
Comprehensive Sample Book in- 
troducing the entire Hammer- 
mill family. 


Name 





Address 








(Please attach to your busi- 
ness letterhead) 
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EYE-HYE 


The Remarkable New 
Reliance Remote-Reading 
Water Level Gage 


It brings an exact reading of your 
boiler water gage right down to 
clear convenient eye height. 


It brings it down anywhere you 
want it. 


It shows the precise level of the 
water in the boiler as a bright green 
liquid, sharply illuminated. 


It is accurate and stays accurate. 
Nothing to get out of order, it is 
trouble-free. Months of stringent 
tests have proved its de- 
pendability. 


It is one of the finest of 
a long line of fine boiler 
equipment developed by 
Reliance engineers. It 
carries the Reliance as- 
surance of satisfaction. 


If your water gages are 
high up on the boilers, 
obscured by piping or 
structure, subject to fre- 
quent coating with dirt 
—if for any reason 
they’re not quick and 
easy to see, EYE-HYE 
is what you’ve been look- 
ing for. 


See the new Reliance EYE-HYE at 
our booth at the New York Power 
Show—or write for complete infor- 
mation. 


The Reliance Gauge Column Co. 
5930 Carnegie Avenue 
Cleveland, Ohio 


Reliance 


BOILER ALARMS and GAGES 

















INSULATORS 
Vv] 
Insulators are only as good as the 


experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 





Vicror made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 














Reserved for 


a 


MSA Advertiser 
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Think Also , 


OF THE SERVICE ANGLE e 
... when selecting doors 


An accident can put even the best product temporarily out of service. Doors are 
no exception! And when they are out of order they can cause considerable in- 
convenience as well as actual monetary loss. So when installing doors be sure to 
consider the company back of them . . . the organization available for rendering 
quick, economical service for the years to follow. 


Kinnear Rolling Doors not only afford the maximum convenience and economy of 
operation but are also backed by a nation-wide service organization. In addition, 
patterns and records of every Kinnear Door sold in the last 40 years are permanently 
maintained in fireproof vaults. In case of accidental damage you can get prompt 
replacement service. Kinnear Doors can be repaired in short order, regardless 
of where you are located. Knowledge of this available service is another reason 
Kinnear Doors have long been the preference of Utility Officials. 


THE KINNEAR MANUFACTURING CO. 
2060-80 FIELDS AVE. COLUMBUS, OHIO 
Offices and Agents In All Principal Cities 


Consult us on 
your door prob- 
lems. We have 
a wood or steel 
Upward-Act- 
ing Door for 
every fire or 
service require- 
ment. 


Left: A Kinnear Steel 
Rolling Fire Door whith 
not only closes automati- 
cally in case of fire but 
also answers service door 
needs more economically. 


’ KINNEAR 


SddadhahaiLAaiLGLAdASALIALLLRRLL LLL 
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NEW 
DIAMOND CROWN 
SPEEDLINE STYLING 





THE ONLY COMPLETE CAR- 
PRICED SO LOW 


NEW HIGH-COMPRESSION 
HE MOTO I 
VALVE-IN-HEAD ENGINE #8 ” ape mies Sales alent os 


DETROIT, MICHIGAN 




















boat 


NEW ALL-SILENT, PERFECTED IMPROVED GLiDING 
ALL-STEEL BODIES HYDRAULIC BRAKES KNEE-ACTION ‘“IDE* 


(at no extra cos! ; 
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or the first time, the very newest 


hings in motor car beauty, comfort, 


yprlety and performance come to you 
ith the additional advantage of being 


horoughly proved, thoroughly reliable. 


HVROILE ‘st 193/ 


*Knee-Action and Shockproof Steering on Master De Luxe models only. 
General Motors Installment Plan — monthly payments to suit your purse. 





























SAFE’Y PLATE GLASS GENUINE FISHER SUPER-SAFE 


/.L AROUND NO DRAFT VENTILATION SHOCKPROOF STEERING* 
at no extra cost) (at no extra cost) 
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Section-of 132 KV steel tower line 
near Huntington, West Virginie. 
erected recently for the Appele 
thian Electric Power Company 


HOOSIER ENGINEERING COMPANY 


ICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd., Montreal 


(INTE (0) CO) LTA AVISSO NMA 
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BALANCED } 


TO MAKE | YOUR SERVICES EASIER TO SELLe 





Balance must be maintained—in a business, in a machine, even 
in a human body. Run and your heart beats faster—with a bigger task there is a 


corresponding need for greater capacity, or else the mechanism falters. 


A Niagara Two-Twenty never falters because in its construction attention was given 
to BALANCE. Any home, large or small, will be more perfectly air-conditioned 
by a Niagara, because the size and capacity of the mechanisms that perform the various 
functions are engineered to produce a balanced operation. The burners, the radiating 


sections, the filter area, the blower capacity—all are balanced. 


This concentrated attention to balancing, together with the fuel efficiency, the un- 
matched control mechanisms employed, and the modern and elegant appearance of 
the Niagara Two-Twenty affirm the reliability of this unit to produce a service which 


gas utilities are seeking in order to make gas the most popular house-heating fuel. 


THE FOREST CITY FOUNDRIES COMPANY 
2500 WEST 27th STREET * °* CLEVELAND, OHIO 


) 
: 
i 


An interesting manual, describing 
this Niagara Two-Twenty will be 
sent to you upon request. 


NIAGARA 


Two-Twenty 
WINTER AIR CONDITIONING UNITS 
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The PECK CARRIER 


@ Over 600 power plants, some of them among the country’s largest, have 
been equipped with the Peck Overlapping Pivoted Bucket Carrier. 

By means of a single Peck Carrier in the power plant, four separate con- 
veying functions are performed. These include the necessary elevation 0 
the coal, carrying the coal horizontally for distribution to the bunkers, car- 
rying ashes horizontally away from the ash pits, and the elevation of the 
ashes for disposition. And these four functions are performed not only in 
the simplest possible manner, but quietly, with a minimum initial cost of 
installation, power consumption, and maintenance expense. 

However, whether or not the Peck Carrier would be the best solution 
of your problems, depends upon conditions. 

Manufacturing ALL types of power plant equipment, Link-Belt eng:- 
neers are free to give unbiased counsel regarding the right solution of your 
coal-and-ashes handling problem. They recommend the NATURAL 
solution of the problem, that is dictated by the conditions. 

Send for catalog. Address Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
Atlanta, San Francisco, Toronto, or any cf our offices, located in principal cities. 3 


LINK-BELT 


COAL AND ASHES HANDLING EQUIPMENT 
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PROUD TO SERVE 
A GREAT INDUSTRY 


placed by the Gas Industry in our organization, 


akes us justly 
ued reputation. 
is principles has 


limitations and capabilitie; 

and specialties, to make frank, honest 

their econom D 1 
To ente 


Toc P ‘ 
physical laboratories, engineering departments and in 
service toward furthering the perfection of EMCO products. 
To maintain a distribution system through a network of 
branch offices with a personnel of trained sales engineers, and 
warehouses carrying complete stocks that will make it possible 
to render more efficient service and assure prompt delivery. 


PITTSBURGH E 


QUITABLE METER CO.# 


les 
| 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly 





Business figures pour into every 
office, shop, and factory, every 
hour of every day— invoices, 
payrolls, statements, costs, etc., 
etc. Regulate them and speed 
them up; prompt, accurate fig- 
ures are the very lifeblood of 
your business. 

Monroe’s sole function for 
twenty-four years has been to 
increase the output and cut the 
cost of business figures. Today, 
there are 197 different Monroe 
models; calculators, adding- 
listing machines, bookkeeping 
machines, check writers and 
signers. Each Monroe is com- 


pact for desk use, and each one has the famoy 
“Velvet Touch” keyboard that eases off the str: 
of figuring. Monroe protects the investment ( 
every Monroe user by operating 150 Monroe-ownt 
branches from coast to coast. The nearest branch wi 
arrange for you to try a “Velvet Touch” Monroe a 
your own figures without obligation. Write to 

for booklet, 

“If Only I 

Could Work 

On Your Desk 

ForAn Hour.” 

Monroe Cal-  § .,A00INGR 

culating | ,mostins 

MachineCo., ff 228 1S nounds 

Inc., Orange, ff tonsnddiviion, 

New Jersey.. 
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SEND FOR 
THIS FREE 
BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 

Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 

More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 


In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 





ONE 
OF 


71 


CUSTOM MADE 
PRODUCTS 


BOILER 
SEAL 


A heavy asbestos 
reinforced paste for 
brick boiler settings. 
Over 40,000 pounds 
sold to one power 
company. Remains 
elastic. Will not 
crack. Available in 
red and black. 








he Tropical Paint & Oil Company 
1100.1300 W. 7Oth Street Cleveland, Ohio 
S 2 ‘yal 
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She Dest of? ma 
HAS NO COMPARISOS 
SHERARDUCT 


HAS BEEN PROVEN BY “THE TEST OF TIME” 


IN EXPOSED WORK BURIED IN SOIL 
REFINERIES — BRIDGES PARKS —_AIRPQ 
PIERS STOCKYARDS LIGHTING SYSTEN 

SUBWAYS | 
IN BUILDINGS 
OFFICES RESIDENCES 
APARTMENTS CHURCHES 
MEMORIALS 


IN MANY REFINERIES 

: THROUGHOUT THE U.S. 
we SHERARDUCT HAS 
= PROVEN ITS VALUE. 


SPRAY AND MIST 
FROM "OLD FAITHFUL" 
IN YELLOWSTONE 
PARK HAVE TIME 
TESTED SHERARDUCT. 


SPECIFY AND USE SHERARDUCT CONDUIT, SHERARD- 
IZED BUSHINGS, BONDNUTS AND BOXES. THE ONLY 
SYSTEM SOLD IN ITS ENTIRETY WITH A CONSISTENT 
FINISH AND PROTECTION AGAINST CORROSION. 


National Electric 


PROOCOCTS CYURPCVURATION 
Pittsburgh, Pa. 
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SPECIAL NOTICE TO SUBSCRIBERS AND ADVERTISERS 


DATES OF ISSUANCE 


Public Utilities Fortnightly is issued 26 times a year— 
on every other Thursday. There happen to be 27 alternate 
Thursdays in 1936. The issue of December 17th, there- 
fore, completes this year's schedule of 26 issues. Accord- 
ingly, the issue following that of December 17th will be 
dated January 7, 1937, and not December 31, 1936, 


as might otherwise be expected. 
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{ Association of Western State Engineers opens annual meeting, Santa Fe, N. M., 
1936. 


{ National Exposition of Power and Mechanical Engineering ends, New York, N. Y., 
1936. 


4 Society for the Promotion o Enginesring, Ee ~ rca Middle Atlantic Section, 
starts fall meeting, New York, 


4 Investment Bankers Association of America concludes meeting, Augusta, Ga., 1936. 


1 —_— fae" of State Highway Officials begins annual meeting, San Fran- 
cisco, Ca 


{ Society of Automotive Engineers will meet, Detroit, Mich., January 11-15, 1937. 


q Mining © Metallurgical Society of America will convene, New York, N. Y., January 


, 


i League of Municipalities starts annual convention, Daytona Beach, Fis., 
1936. 


¥ American Engineering Council will convene for annual session, Washington, D. C., 
January 14-16, 1937. 


{ American Society of Civil Engineers will hold convention, New York, N. Y., 
January 20-22, 1937. 


§ American Institute of Electrical Bpotacere will hold winter convention, New 
York, N. Y., January 25-29, 1937. 


§ National Electrical Manufacturers Association will hold mid-winter meeting, New 
York, N. Y., February 14-19, 1937. 


| Sane vere Air Heating & Air Conditioning Association begins session, Chicago, 
Ul., 1936. 


{ American Railway mamiapering Association will convene for annual session, Chicago, 
I., March 16-18, 








Photo by Frank Sterrett 


Bonneville Construction 


View looking east at the completed half of 
the main spillway dam 
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The Quoddy Folly 


A grotesque and visionary scheme 
for the production of electric power 


The cost, in the opinion of the author, if the project should 

be completed, might easily exceed sixty millions of dollars, 

contrary to the thirty-six million estimate by the government, 
which would not mean cheap power. 


By HENRY EARLE RIGGS 


ARNESSING the power of the 
H tides! That is a problem that 
has intrigued engineers and 
business men for centuries. If one 
looks in the encyclopedias, he will find 
teferences to ““Tide Mills,” and if one 
follows up the lead, there will be 
found descriptions of a dozen or more 
mills in England, some of them dating 
back as far as 1740, one or two of 
which were operated for nearly or 
quite a hundred years. And one will 
tad of many a promoter’s dream on 
which years of effort and much money 
were wasted only to result in failure 


—— § 2nd disappointment. 


Nor is Quoddy the only present-day 
project of the sort. A much more 
ambitious scheme, the so-called Sev- 
ern Barrage in England, has been a 
matter of study and investigation by 
government engineers and commis- 
sions for several years. 

The maximum range of tides in 
Passamaquoddy bay is of the order 
of 26 feet; in the River Severn, the 
maximum range is about 43 feet. The 
estimate given out for Quoddy is 
thirty-six million dollars; that for 
the Severn Barrage, thirty-eight mil- 
lion pounds sterling. 

The English scheme has been under 
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active discussion for twenty years; 
Quoddy for five or six. On October 
12, 1925, the then Prime Minister, 
Mr. Baldwin, appointed a committee 
to inquire into the practicability of 
the scheme. That committee made 
exhaustive studies and carried out 
most extensive model experiments 
over a period of five years. The com- 
mittee reported in March, 1933. 
They said: 


A power station at the barrage would 
give only a varying and intermittent supply 
of electrical energy, unless there was also 
a secondary station for storage. 


That is one of the things that is the 
matter with Quoddy. The English 
committee then went on to say: 


From the point of view of cost, therefore, 
the practicability of the barrage scheme 
depends upon the question whether a sec- 
ondary storage system can be installed at 
a cost which would enable the electricity 
generated by the primary tidal turbines and 
at the secondary station to be sold at a 
price less than that generated at the best 
coal fired station. 

And that seems to about sum up the 
whole question of the practicability 
and economic feasibility of tidal pow- 
er. Although this committee worked 
eight years, it did not report on the 
secondary system or on the question 
of the economics of the scheme, and 
the writer has seen nothing, in recent 
months, that indicates any wild rush 
of the British government to build it. 

All of the foregoing is written to 
show that the advocates of the Quod- 
dy tidal power scheme are not alone in 


their disappointment. 


bes plan developed by Dexter P. 
Cooper, the well-known and 
highly respected engineer who devoted 
several years to the project, and whose 
plans and grants were purchased by 
the government, was for a tidal power 


plant supplemented by a second: 
high level plant to furnish pow. 
when the tidal plant was out of sery. 
ice. 

The tidal plant consists of a serig 
of dams connecting the mainland 
Lubec point with Treat island, Moos 
island on which the city of Eastpor 
is located, Carlow island, and 
mainland on the north at Pleasan 
point. These dams and islands wil 
completely separate Cobscook bay in 
Maine from Passamaquoddy bay iy 
the Province of New Brunswick, th 
entire project being within a mile o 
two of the International Boundary. 

The power house will be located a 
Carrying Place cove on Moose island 
A lock for navigation, and sluice gates 
for permitting the water to pass into 
Cobscook bay to restore high tide 
level, complete the structures of the 
tidal power plant, 

Water level in Cobscook bay wil 
be held at high tide level and the plant 
can only operate when the tide out- 
side of the Cobscook bay pool is more 
than 54 feet lower than the water in 
the pool. 

This means that when there is 2 
maximum tide range of 26 feet, the 
turbines will start as soon as the tide 
has dropped 54 feet. The tide will con- 
tinue to drop for another 204 feet so 
that there will be a constantly increas- 
ing head until the turn of the tide, 
then a constantly decreasing head 
while the tide is rising approximately 
16_feet. During the period of opera 
tion the water level in Cobscook bay 
will have fallen some 4 feet or more. 
Power will then be shut off for 4 
period of approximately five hours. 
When the water outside has risen t0 
the level of the pool the sluice gates 
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will be opened and sea water flowing 
will raise the pool to high tide level, 
hen the sluice gates will be closed, 
and the tidal operation wiil be re- 


cated y 


6 Sp is the ideal condition. The 
tide range at Eastport varies 
from a maximum of 26 feet to a 
minimum of 10 feet and, of course, on 
days of minimum tide range, there is 
only an additional gain over the start- 
ing head of 4} feet instead of 204 
feet. 

There are approximately two cycles 
of tide change from maximum to 
minimum in each month, so that this 
tidal power is a constantly varying 
power, changing practically every 
minute during the 7-hour period of 
operation with a resulting increase or 
decrease of output, and changing 
from day to day as the tide cycle 
moves from maximum to minimum. 

There is, therefore, no comparabil- 
ity with a hydro plant in a river where 
the head is constant, and where the 
dam furnishes storage to maintain the 
flow in low water periods. 

On run of river plants the firm 
capacity depends on the minimum 
flow, but the constant head gives uni- 
formity of power generation. 

Here, then, is the first great weak- 
ness of the Passamaquoddy tidal pow- 
ef project; constantly varying power 
for seven hours, then no power pro- 
duction at all for five hours. The 


Chief of Engineers of the United 
States Army in his report for 1935, 
discussing this project, says: 

In the absence of an auxiliary source of 
power, such an arrangement would provide 
no primary capacity owing to the necessity 
for shutting down the turbines for intervals 
of about five hours each day. 


ian power, or firm power, is de- 
fined by the Federal Power Com- 
mission as “the power intended to be 
always available even under emergen- 
cy conditions.” 

Without firm power, a plant is val- 
ueless. A plant that can operate only 
seven hours out of every twelve, has 
no firm power and is, therefore, value- 
less as a power plant when it stands 
alone. 

There must be a standby plant to 
furnish power for this five hours, but 
inasmuch as Quoddy started out to 
use the tides, it would certainly look 
silly to build a steam plant to furnish 
the same amount of power for five 
hours out of twelve. The building of 
a steam auxiliary with the same firm 
capacity as the tidal plant would at 
once raise the question, Why build the 
costly tidal plant? 

And here comes the most fantastic 
part of the whole plan. Inasmuch as 
the Quoddy advocates started out to 
make the tides do the work, they must, 
to be consistent, make the tides do the 
work for the five hours as well as the 
seven. The following plan is there- 
fore proposed : 


e 


dent that if one wanted power in large quantities at East- 


q “ENOUGH information has leaked out to make it very evi- 


port, it can be secured by building a modern steam plant for 
far less than it can be secured by ‘harnessing the tides,’ 
however much one might be appealed to by the idea.” 
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The main tidal plant will have an 
initial installation of ten units each, 
with a capacity of 16,667 kilovolt 
amperes at 0.90 power factor. The 
larger part of the power produced by 
these ten units is secondary power 
which will be transmitted several miles 
to an auxiliary power house and 
pumping station where it will be used, 
during the seven hours of tidal opera- 
tion, to operate a great pumping plant 
which will pump sea water into an 
artificial storage reservoir or lake of 
8,000 acres area, which. will be 120 
feet above sea level. 

Power is to be supplied during the 
5-hour period when the tidal power 
plant is shut down by permitting this 
water that has been pumped up to 
flow back into the sea through tur- 
bines which will operate two genera- 
tors. 

The transmission lines, the pumping 
and auxiliary power plant, the high 
dam, and the artificial lake, are the 
structures that constitute the auxiliary 
plant. 


E Sor second great weakness of the 
scheme is the very high unit in- 
vestment. 

The only authoritative statement 
of firm power capacity of the proj- 
ect, that the writer has seen, is that 
it will be 30,000 kilowatts on a 100 
per cent load factor, and that the 
combined plants will be capable of 
an annual net output of 260,000,000 
kilowatt hours of prime energy. 

Secretary Ickes, at the time the proj- 
ect was approved, gave out an estimate 
of cost of $36,284,000 (of which 
more anon). Accepting these figures 
for the purpose of this particular com- 
putation, it is obvious that the invest- 


ment per kilowatt of firm power capac- 
ity is $1,209.36, which is some price 
to pay for an idealistic dream. 

None of the arguments which have 
been advanced in favor of Quoddy 
have mentioned the fact that 30,000 
kilowatts of firm capacity is to cost 
$1,200 per kilowatt. 

The argument has been this: 

The government is building power 
plants at Grand Coulee in Washing. 
ton, and at Bonneville in Oregon; 
Maine wants Quoddy, let the govern- 
ment build Quoddy.. 

On pages 60 and 61 of House Docu- 
ment 103, 73rd Congress, 1st Session, 
appear the estimates of the Corps of 
Engineers of the U, S. Army on the 
Columbia river dams. The two dams 


are estimated: 


Grand Warrendale 
Coulee (Bonneville) 


Total investment $204,483,453 $67,000,000 

Installed capacity 1,575,000 836,000 

Per kilowatt $130 $80 
a annual report of the munici- 

pal developments of the city of 
Seattle, shows a total cost to date of 
the Gorge power development, dams, 
power houses, transmission line, and 
26 miles of railroad of $14,611,767, 
and an effective capacity of 57,500 
kilowatts, or $254 per kilowatt, which 
will be substantially reduced when the 
full development is installed. 

Modern steam plant costs range 
from $90 to $150 per kilowatt. Even 
assuming Mr. Ickes’ estimates to rep- 
resent the full cost, Quoddy’s cost per 
kilowatt will range from 5 to 7 times 
as much as any figure on which it 
could be justified. 

Enough information has leaked out 
to make it very evident that if one 
wanted power in large quantities at 
Eastport, it can be secured by building 
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Adverse Quoddy Reports? 


as coreryarnetatge would never have been built by private cap- 


ital. 


It was thoroughly investigated by one of the large 


power companies and two of the great industrial organizations. 


Apparently they turned it down. 


Why? It was thoroughly 


studied by the Public Works Administration and again turned 


down. Why? 


Where are those reports? 


Certainly there 


was no prejudice against Maine or Washington county.” 





amodern steam plant for far less than 
it can be secured by “harnessing the 
tides,” however much one might be 
appealed to, by the idea. 

The writer has’ seen no detailed es- 
timates of cost, and so far as he knows 
none has been published. 

According to the newspaper re- 
ports, the PWA was asked for aid on 
the basis of an estimate of $47,000,- 
000, and Mr. Ickes has officially given 
out a figure of $36,284,000. Various 
other figures have been given or dis- 
cussed; one very recent article men- 
tioned one estimate of $60,000,000. 

Here is a project which involves 
dams across nearly two miles of water 
of varying depths up to 120 feet, or 
more. The dams will rest on clay 
from 30 to 100 feet, or more, in thick- 
ness, which lies above the rock. Tide 
ranges up to 26 feet, along with wave 
action in a great bay, do not make for 
cheap construction under those condi- 
tions, 


BG how unusual conditions surround- 
ing the design of hydraulic equip- 
ment to operate under varying and 
very low heads, and in salt water, 
spell long and costly experimentation 
and study to get the best material and 
best design, and when design is finally 
satisfactory, the resulting equipment 
will be most costly. The turbines are 
said to be the largest hydraulic tur- 
bines in the world. 

The Corps of Engineers of the 
Army includes ample allowances for 
interest during construction, engineer- 
ing, clerical and administrative ex- 
pense, contingencies, and carrying 
charges whenever an estimate is made. 
The writer is curious to know what 
this thirty-six million dollar estimate 
includes, and how much is allowed 
for these so-called overheads. Inas- 
much as the Corps of Engineers has 
been on the job for a long enough time 
to make an exhaustive exploration and 
study, an authoritative estimate may 
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be expected soon. The writer confi- 
dently expects it to include all these 
legitimate elements of investment cost 
and to be well in excess of fifty million 
dollars, and would not be in the least 
surprised if it reached, or even exceed- 
ed, sixty millions of dollars. 

There is an immense amount of 
work to be done, and an immense 
amount of costly equipment to be in- 
stalled. The writer’s knowledge of 
the history of construction work in 
Maine, of the short working season, 
and the high contingencies, due to 
winter and storms, cause him to be 
very pessimistic as to Mr. Ickes’ thir- 
ty-six million dollars. 


te total salable output of 260,- 
000,000 kilowatt hours is less 
than 34 per cent of that estimated for 
Grand Coulee, but the marketing 


problem is about as serious at one 
plant as the other. 
Quoddy plant is on the Internation- 


al Boundary. Our Canadian cousins 
are an independent lot, and seem to 
prefer to manufacture their own 
goods and generate their own power. 
There is not much market, if any, on 
that side of the line. There are no 
large centers of population, and not 
very many people in Maine within an 
80-mile radius, and only 150,000 or 
so within a 100-mile radius of East- 
port. 

Maine is a water-power state, 80 
per cent of the total generating capac- 
ity being hydro power. The power 
company which now serves the terri- 
tory within a 100-mile radius has, ac- 
cording to the reports of the Maine 
Public Utilities Commission, only 
Hydro power. It has 31,500 kilowatts 
of installed capacity, a little more 


than that of Quoddy. In 1933 it gen- 
erated 103,000,000 kilowatt hours, and 
sold 86,000,000, which is quite a dif- 
ferent story from the 260,000,000 
kilowatt hours estimated for Quoddy. 
Since 1933 the business of the com- 
pany has increased substantially, in 
considerable part due to the use of 
power by the government at Quoddy, 


oo is the local market roughly 
described as all of the territory 
between the Canadian boundary on 
the east, and a north and south line 
drawn midway between Eastport and 
the New Hampshire state line, ex- 
tending north to an east and west line 
100 miles north of Bangor. 

In other words, there is no non- 
competitive local business available 
for Passamaquoddy, and nothing in 
the area to call for the building of a 
new plant. Full data as to the oper- 
ating company are available in Power 
Series No. 2 of the Federal Power 
Commission, and in the reports of the 
Maine commission. 

The writer has made an analysis 
of operating expenses of the existing 
utility, based on the state utility com- 
mission reports and finds operating 
expenses in 1933 were as follows: 


MILLs PER 

Kirowatrt Hour 
Generated Sold 

Generation 

Transmission 

Distribution 

Utilization 

Commercial 

New business 


Total operating expense .. 

Interest 

Taxes 

Other deductions prior to 
net income 


Total operating expense 
and deduction 
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If a “yardstick” is going to be es- 
tablished that can be accepted as a 
Bureau of Standards measure for uni- 
versal acceptance, it must have all of 
the above graduations. 

The particular one to which atten- 
tion is directed is that of interest. 


r Quoddy should cost only $36,- 
000,000 (all of which is added to 
the national debt on which the tax- 
payers of the United States must pay 
interest) and if Quoddy should sell 
50 per cent more power than was sold 
in the area in 1933 or 130 million kil- 
owatt hours, the item of interest alone, 
at 4 per cent, is 13.846 mills per kilo- 
watt hour or more than the total op- 
erating expenses and deductions of the 
existing company. And the existing 
company record is about the average 
of all the larger properties in Maine. 

It is perfectly safe to predict that 
the cost of Quoddy will far exceed 
Mr. Ickes’ figure, and that interest, 
depreciation, maintenance, and actual 
operating expenses of this far-flung 
tidal plant, will approximate 2 cents 
per kilowatt hour generated, or about 
the average revenue from total power 
sales in Maine. 

“Cheap power,” fine words! The 
President has used them. The com- 
mission headed by Dr. Sills of Bow- 
doin College used them in the report 
which secured the approval of Quod- 


dy. They are empty words, so far as 
Quoddy is concerned, unless the ele- 
ments of interest on investment, de- 
preciation, and amortization are ig- 
nored when fixing rates for Quoddy 
power. 

When all these elements of actual 
cost, which must be paid by the tax- 
payers of the United States, are in- 
cluded in a remunerative rate, there 
is no possible market for Quoddy 
power, either locally or at a distance. 
No industry is going to locate there, 
unless there really is cheap power, not 
cents per kilowatt hour, but mills per 
kilowatt hour and not many of them 
must be named in order to develop 
new industries. And if a rate is 
named that will attract a single indus- 
try it will mean that the cheap rate is 
a direct gift from the taxpayers of the 
country as a whole. So much for the 
market. 


O NE of the principal arguments for 
the building of this grotesque 
and visionary scheme is that condi- 
tions in Washington county are des- 
perate, that the canning factories and 
boat building plants are closed, and 
that many citizens are desperately in 
need of the work that would be cre- 
ated by the building of the project. 
All of which is unfortunately true. 
Granting the necessity for made 
work, that necessity does not justify 


e 


The President has used 


““CHEAP power, fine words! 

q them. The commission headed by Dr. Sills of Bowdoin 
College used them in the report which secured the approval 
of Quoddy. They are empty words, so far as Quoddy ts 
concerned, UNLESS THE ELEMENTS OF INTEREST ON IN- 
VESTMENT, DEPRECIATION, AND AMORTIZATION ARE IG- 
NORED when fixing rates for Quoddy power.” 
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the building of great structures that 
never can be self-liquidating and 
which, in addition to a great initial 
cost, entail millions of dollars of an- 
nual expense for maintenance, depre- 
ciation, and interest. Quoddy is one 
of the smaller ones. It starts out as 
a $36,000,000 project and will wind 
up as a $55,000,000 or $60,000,000 
one with an annual burden of interest 
and upkeep of the order of $3,000,000 
or more. Grand Coulee started out 
as “not to exceed” $63,000,000, and 
has been changed over to a project es- 
timated by the Corps of Engineers of 
the U. S. Army to cost $205,000,000 
for power, $221,000,000 for unneed- 
ed irrigation, and $11,000,000 for 
navigation, a total of $437,000,000 
investment cost. The annual cost of 
the power end alone is estimated by 
Army Engineers at $11,000,000. 

Fort Peck dam started at $86,000,- 
000 and has reached $110,000,000 
according to the last annuai report of 
the Chief of Engineers of the Army. 
It is an aid to navigation on the Mis- 
souri river. The dam and other im- 
provement work on the river during 
the four years of this administration 
will cost $191,000,000. The annual 
expense will approximate $10,000,- 
000. 


A three projects have been gone 
into because of the unemployment 
situation. The two power projects at 
Grand Coulee and Quoddy, and the 
Missouri river project represent an 
investment of over $450,000,000 and 
an annual cost of $24,000,000. For 
what? There is no navigation on the 
Missouri river that would justify one 
tenth of the money spent previous to 
1933, and there is no market for pow- 
er at either power plant. 


Had this same money been expend- 
ed on national highways in the build- 
ing of grade separations and major 
bridges, or had it been used in the 
form of liberal grants in aid of con- 
struction of needed local projects, it 
would have furnished just as much 
labor; required no more materials 
and equipment, and been of greater 
value to the states in which the work 
was done than these great projects. 
The good people of Maine should § 
have had their full share of sound 
projects. It is probably a fair guess 
that up to now the people of Wash- 
ington county have had a very small 
share of the dollars that have been 
spent. 

Passamaquoddy would never have 
been built by private capital. It was 
thoroughly investigated by one of the 
large power companies and two of the 
great industrial organizations. Ap- 
parently they turned it down. Why? 
It was thoroughly studied by the 
Public Works Administration and 
again turned down. Why? Where 
are those reports? Certainly there 
was no prejudice against Maine or 
Washington county. There must 
have been sound reasoning back of 
these refusals to build this plant. 


HE projects launched during the 

last three years have been so 
many, so widely scattered, and many 
of them so large, that not even the 
Congress, had it been so inclined, 
could keep track of them. It is only 
as they are assuming form, and as 
the reports and estimates are being 
studied, which were available at the 
time of their adoption, that we are 
beginning to realize what a terrible 
waste of money and what a burden 
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cpend- MM of interest and annual expense to the four hours a day, every day in the 
build- # nation this administration is responsi- year. 

major @ ble for. Not yet has man been able to 
in the Passamaquoddy is in many ways. enslave the tide for the task of fur- 
f con- MH the most interesting of the lot. The nishing it. Not yet has man been 


cts, it 
much 
terials 


tremendous power of the waves and 
tides must have appealed to thousands 
of men during the centuries of civil- 


able to borrow money without inter- 
est. Not yet have we been able to 
build power plants and generate 





reater MH jzation. The little grist mill that did power without finding that interest 
work f not need constant power could be op- constitutes the greater part of the cost 
jects. HH erated by the tide, and several actual- of production. When we find out 
hould # ly were successfully operated. Mod- how to do these things, Quoddy may 
sound # ern power must be available twenty- be built. 
guess 
Vash- 
small 
been 
have 
sae The Mystery of the Missing Railroad Issue 
f the a4 | a fact the significance of which should not be missed by the 
merican people, that while for more than a quarter century 
Ap- ending with the political campaign of 1932 the railways were discussed 
Thy? more in national and state political campaigns than any other industry 


in this country, they were not mentioned once in the national campaign 
the this year by any spokesman of either great political party. 
and “Have we ceased to have a railroad problem? Quite the contrary. 
here One third of our railroads are in bankruptcy, another one third have 
barely escaped it, one third of those employed on the railroads in 1929 
here are still out of work and their net earnings and their purchases from the 
oO manufacturing industry are less than one half as large as in that year. 
‘ Senator Wheeler of Montana has introduced a bill for government own- 
nust ership which is being supported by all but two of the railroad labor 
- of unions. Plainly, we still have a railroad problem. 


“Why is it, then, that this problem, long the most discussed of our 
economic problems, is not being even mentioned in a political campaign 
which is being devoted almost entirely to the discussion of great eco- 
nomic problems and how government should deal with them? The 
correct answer to this question may well be pondered by those who are 
in doubt as to whether they should favor increasing or reducing govern- 
ment in business. 

“The railroads had the principal policies of the New Deal applied to 
them for years before the New Deal for business in general began. 
Republicans and Democrats joined in passing legislation to regulate 
their rates, the wages and working hours of their employees, the number 
of men they should employ in train crews and their profits. They 
also joined, with the support of many business interests, in making huge 
expenditures upon waterways and highways to subsidize competition 
with the railways, at the expense of the taxpayers. . . . 

“Tt would appear from the complete silence of both of them that the 
Old Dealers and the New Dealers do agree upon one thing—viz., that 
the policies that have been applied to the railways have not been bene- 
ficial to them, their employees, or the public.” 

—SamueEL O. Dunn, 
Editor, Railway Age. 
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The Human Angle 
of Public Utility Service 


THE author, a “marcher in the rank and file” of the electric industry, 

gives his impressions as to the public relations problem, telling how 

he thinks the customers may be made more appreciative of the value 

of the service they receive, by selling emotionally what genius and 
ability have created. 


By RAYMOND 


OT many years ago some of our 
N city quartettes, a few rural 
as well, were chording out 
that old refrain, “The World Is Wait- 
ing for the Sunrise.” That isn’t the 
only event the world has been or is 
waiting for; it has been waiting for 
a lot of things—received some of them 
too—since the days of candle dips and 
kerosene lamps; but one or more of 
the greatest thrills it has the right and 
duty to give as it waits is a sincere ap- 
preciation of the benefits it already 
has received from the creative ability 
of public-spirited unselfish men and 
women. 

Today the electrical industry itself 
awaits a sunrise. To insinuate that 
it has been groping its way in the un- 
certain light of early dawn or even 
in semi-darkness is to assume a falsity. 
However, in attempting to solve some 
of the problems confronting it, eyes 
may not have been straight Eastward 
—possibly a little North or South. 


W. MORRISON 


Anyway it may have missed the mark 
through lack of direction or concep- 
tion. To paraphrase then the old re- 
frain let it be said that the industry is 
waiting for the presentation of a 
workable, feasible plan for public re- 
lation. 

In looking this problem in the eye 
it must be remembered that the elec- 
trical industry always has had and al- 
ways will have some kind of a public 
relation. That is inescapable. Of 
course what the industry desires is a 
public attitude that appears fair or 
even favorable. The great underlying 
flaw and real impediment to the reali- 
zation of such a reaction is the belief 
that good will is something that can be 
manufactured by direct means; in oth- 
er words, created by process set up for 
that particular purpose. This is false, 
for favorable attitude is based upon 
deeds, not talk. 

Good will does not rest upon a 
foundation of wind. 
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AVORABLE public attitude is the ac- 
F cumulated product of many efforts 
on the part of the industry—not to 
create it—but to serve the public at 
large. It is the unseen intangible ele- 
ment that gives life and vigor and 
stamina to all business. No industry 
can have one eye to its creation and 
the other to operation. If the desire, 
or the attempt rather, to create this 
favorable attitude would just be for- 
gotten correct business functioning 
normally should take care of anything 
else. 

It will be said immediately that this 
may not be so, that political interven- 
tion, municipal interference, or self- 
ish personal editorial meddling will 
countervene and probably destroy fa- 
vorable public attitude. This need not 
be so. The industry should realize 
that 75 per cent of business generally 
speaking is somehow wrapped up in 
emotion and that the human side of 
public presentation is just as essential 
to correct understanding as the perfec- 
tion of the mechanics of its operation. 
It is not enough to give efficient serv- 
ice; it is not enough that the customer 
knows it; it is just'as essential that he 
emotionally realizes the worth of what 
he receives expressed in terms that he 
understands and particularly in terms 
of what he wants to understand. It is 
true in life that man frequently gets 
what he desires and often fails to re- 
ceive what he needs; in other words 
emotions prevail, judgment sometimes 
fails. 


a ae a close examination of the 
functioning of the electrical in- 
dustry reveals many interesting and 
intriguing facts. It is an industry that 
conserves rather than wastes, builds 


rather than tears down, completes 
rather than depletes. It gives effect 
to natural laws for the benefit of those 
whom it serves. It catches the water 
as it tumbles from the hills and puts it 
to work, it corrects flood conditions, 
conserves soil, destroys no natural re- 
sources. Such an industry, therefore, 
is ideal and should ideally appeal to 
the emotions, and to judgment as well. 
If a correct picture of what the elec- 
trical art and its application has done 
and is doing could be presented in 
such a way as to appeal to the thoughts 
and minds and particularly the desires 
of men, correct public attitude must 
logically follow—no other reaction is 
possible. 

Why should so much stress be laid 
upon emotional presentation? Be- 
cause good will is an emotion. Of 
course it must not be inferred that the 
industry intends to sing to its custom- 
ers or put on a show; no, not exactly. 
But we might say that much of its 
presentation is dull, its advertising— 
local at least—often lacks daring, It 
portrays too much of what the public 
expects it to portray and too little of 
the unexpected, the interesting, the 
refreshing. It speaks in terms of serv- 
ice, usefulness, cleanliness, availability. 
True advertising might do well to im- 
ply all this only. It oftentimes fails to 
be evocative, entertaining, and above 
all fails to find that common ground 
upon which it must meet the customer 
in terms of his problems, his needs, 
his emotions. 


|S Syne sometimes forgets that it 
and its customers are not headed 


in opposite directions. They are go- 
ing the same way. And how shall the 
going be? Mutually helpful or sus- 
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Why Not Make Utility Customers Use Conscious? 


er eee it be interesting to know just 
how many woodchoppers King Louis the 
Fourteenth of France had out in the Argonne or 
some other forest getting out the fuel for winter 
or how much he had to pay? How did the kings 
and queens of England heat water for bathing 
in the old days? Is it really true that palaces be- 
came so filthy their occupants had to move out?” 





piciously aloof? This question the 
industry must answer and not the cus- 
tomer. It must go along with him but 
intelligently and tactfully pick the 
road. 

Another thing that makes for pos- 
sibly a misunderstanding is the cus- 
tomer is not use conscious. Technical 
engineers have dreamed, designed, 
created, built, and operated. All the 
discoveries of earlier days have their 
spear point in the method of electrical 
usage today. The development of the 
industry is certainly a high point in 
the inventive ability of men and yet, 
although a 2-year old pushes a button 
and safely partakes of all the mechani- 
cal research behind it, the customer is 
not use conscious. This surely is an 
impediment to good will cultivation. 
Only when an individual has a part 
does he also have an interest. In this 
case he buys without a thought to the 
buying. Of course his day of finan- 
cial reckoning will come and with it 
his financial responsibility. But there 
should be a remedy for this either 
direct or indirect. Possibly refreshing 
interesting national or sectional adver- 
tising might accomplish it. Life, for 
example, is expressed in terms of con- 
trast, comparison, everything in terms 


of something else. In the electrical 
industry the comparison relates to con- 
ditions under which men and women 
lived before electricity entered their 
lives and the way they live today. 


oe. it be interesting to 
know just how many wood- 
choppers King Louis the Fourteenth 
of France had out in the Argonne or 
some other forest getting out the fuel 
for winter or how much he had to 
pay? How did the kings and queens 
of England heat water for bathing in 
the old days? 

Is it really true that palaces became 
so filthy their occupants had to move 
out? Take old King Nebuchadnezzar. 
There was a fellow who tried to get 
a lot out of life. How many lamp 
trimmers or lamp fillers, or whatever 
they did, were hanging around the 
night the king threw that big party of 
his? Isn’t all of the above of any 
interest to the electrical industry or 
anyone else for that matter? Of 
course it is. 

The most interesting topics in the 
world are what men have done and 
are doing; in fact life reaches its full 
flower in emotional reaction. Truth is 
indeed stranger than ‘fiction and a 
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whole lot more interesting. The de- 
velopment of the electrical industry is 
so interwoven with the daily actions 
of men that thousands of interesting 
stories—presented in the form of elec- 
trical advertising—would be read with 
interest. The reaction—appreciation 
of what we have today, and apprecia- 
tion breeds respect and respect pro- 
duces favorable attitude. 


NOTHER cause for possible un- 
favorable attitude is the timidity 
of the electrical industry in the face 
of open propaganda, falsification, or 
straight out abuse. Too long has it 
remained silent when unfairness, un- 
justness, or even untruth have been 
presented. Silence may sometimes be 
golden but it also frequently gives 
consent, and such silence has had its 
effect upon the public. They have 
taken for granted as true many unan- 
swered statements and the effect all 
around has been tragic,—tragic in- 
deed, when one stops to think and 
realizes how humanitarian this indus- 
try really is, how it has released men 
and women from physical slavery, so 
to speak, and produced an environment 
in which human beings can develop the 
cultural side of their natures. 

That this industry should be subject 
to unfavorable comment is an indica- 
tion that presentation has lacked some- 
thing. Of course some of the public 
attitude has been developed by selfish 
interests or political interference but 
much of this can be overcome if the 
industry will truly think and act for 
the benefit of those whom it serves. 

No business can permanently suc- 
ceed that thinks in terms of itself. 
Life or anything else is not just run 
that way. Self-preservation becomes 


no question at all when an individual 
or a business thinks in terms of oth- 
ers. For how can it be otherwise? 
Suppose one individual approaches an- 
other and honestly and _ sincerely 
shows that he wishes to be of help. 
Will the other refuse it? If he does, 
he is either a knave or a fool; maybe 
a little of both. 


y . gear thought concerning pos- 
sible public dissatisfaction. The 
customer should never be compelled to 
think that justice can be had by him 
only through rate cases or commission 
hearings or rulings. 

Differences of opinion between the 
utility and its customers should never 
be settled by a public rate case. There 
are always outside elements eager to 
rush right in and use such an occasion 
for their own benefit. If a utility 


should do a thing, it should do it will- 
ingly and voluntarily, if it cannot do 


it, fair-minded customers should not 
be void of reason or good common 
sense. 

Leaders in the utility field should 
be out in the field, out in the districts, 
looking general and specific situations 
over, studying needs, and particularly 
anticipating possible causes for fric- 
tion or misunderstanding. The com- 
pany should always be the first to 
make the move in giving the customer 
an advantage; for business and those 
who patronize it must travel together. 
They do not need to fight for that 
costs money and breeds ill will and 
everybody is dissatisfied. No com- 
mission should ever have to order a 
company to do something it ought to 
do voluntarily. 


_— some of the above it must be 
gathered that public presentation 
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belongs in the field of psychology. It 
does. Electrical engineers have per- 
fected the art, financiers have not 
been afraid to pioneer their dollars in 
building the industry, skilful man- 
agers have operated it with remark- 
able zeal and efficiency, but the ideal 
department of public approach has yet 
to be developed. If this at least in 
part is true the suggestion presents it- 
self that engineers, financiers, and op- 
erators have tried to do something not 
truly in their respective fields. No 
man plays every instrument in the 
band nor can he. It may be that pub- 
lic presentation of the industry’s case 


has too often been flavored by the 
thoughts, desires, or reactions of those 
who majored in departments not 
psychological. 

The industry today has research de- 
partments, the greatest bit of research 
work awaiting development is that 
which deals with men. The industry 
has done a splendid job of building 
and operating; but when the mental 
engineers by their method of public 
approach sell emotionally what genius 
and ability have created, then will the 
public be responsive and appreciative 
of the industry that means so much 
in life today. 





Electricity Used to Restore Life 


N™ light on the old subject of using electric shocks to 
restore life after death by the same means was presented 
on June 25, 1936, to the American Institute of Electrical En- 
gineers. 


It was a report of an investigation extending over a period 
of years by L. P. Ferris, B. G. King, P. W. Spence, and H. 
B. Williams of New York. 


They said they found that electric shock may derange 
heart action causing ventricular fibrillation without damage to 
heart tissue, but resulting in death within a few minutes. 
Successful recoveries from ventricular fibrillation have been 
obtained with large animals of several species by use of high 
intensity shocks of short duration. 


“With about 60 per cent success in recovering animals com- 
parable in size to man from ventricular fibrillation by the ap- 
plication of a rather arbitrarily chosen countershock, further 
study is desirable to develop the optimum conditions and prac- 
tical apparatus for utilizing this method in accident cases,” 
they reported. 








Back-fire at the 
World Power Conference 


Efforts of New Deal champions of public owner- 

ship to strike a responsive chord at the international 

conclave assembled to study power problems were 

not, in the opinion of this writer, conspicuously 
successful. 


By HERBERT COREY 


ference was a success from a 

technical point of view. The 
3,000—give or take 500—delegates 
and visitors seemed agreed that the 
high professional standards of the two 
preceding conferences had been main- 
tained. Politically speaking the con- 
ference gave the New Deal a fairly 
good licking. Perhaps I am confus- 
ing politics with sportsmanship in 
this. The world power conferees—it 
seemed to me—went away feeling that 
the New Deal spokesmen are the kind 
of sportsmen who would shoot a goose 
sitting. 

This is an unpleasant charge to be 
brought against men who seem really 
to feel that they have cornered the vir- 
tues and harnessed the Decalogue. It 
should be justified. 

The 3,000, more or less, delegates 
from sixty countries came here to talk 
business. When they are at home they 
are completely immersed in the prob- 


Te Third World Power Con- 


lems of the industry. Most of their 
waking hours are given over to it. It 
is doubtful if a more completely ab- 
sorbed gathering could be found any- 
where. An infinitesimal difference in 
costs in electrical production may 
mean all the difference between suc- 
cess and failure. They are industrial 
scientists and their tools are machines 
and water and B.T.U. and copper pro- 
duction and psychology and individ- 
ual income. 

They came thousands of miles and 
at great personal expense to exchange 
ideas and experiences. The industry 
in which they are engaged is perhaps 
more important to more people than 
any other except the elementary ones 
of providing food and water. We 
could get along without snake-nosed 
trains driven by Diesel engines. We 
could even go back to brigantines and 
square-rigged ships. But if we had to 
give up electric light and power and 
the conveniences that go with them, 
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civilization would slip back toward 
the Dark Ages. 


N° doubt each of the 3,000 dele- 
gates and visitors is interested, 
when at home, in state and local po- 
litical problems. But it was made 
abundantly evident that they did not 
consider politics as one of the ques- 
tions for the discussion of which they 
came to Washington. They had no 
cause to promote and no leader to 
champion. The advocates of the New 
Deal took an opposite position. They 
undertook to promote their govern- 
ment-ownership-and-control _ theories 
on the time of the conference. They 
seemed to feel that they had been pre- 
sented with a sounding board which 
would project their words around the 
world. What was said at the Third 
World Power Conference would be 
heard everywhere because of the high 
professional importance of the gather- 
ing. 

They were not only reprimanded 
and admonished but they were given 
clearly to understand that they were 
out of step with the rest of the world. 
Public ownership is not a political 
problem in the other countries repre- 
sented. It appeared that only in the 
United States is the question of get- 
ting the most out of a great industry 
for producer and consumer alike ob- 
scured by the fog of factional feeling. 
If that is not getting a licking, then 
the New Deal is as fine as it says it is, 
and that’s perfect. 

The spokesmen for the New Deal 
were headed by Basil Manly, vice 
chairman of the Federal Power Com- 
mission. He read a temperate, com- 
prehensive, and strictly professional 
paper in which the position of the 


present national administration was 
set forth. He argued for the estab. 
lishment of several large super-power 
areas, in which the production of the 
units now in existence was to be sup- 
plemented by a flood of new power 
from the big-dam projects now in be- 
ing, under way, or in prospect. He 
proposed that the Federal government 
should have the controlling voice in 
each. He made it clear that the pri- 
vate ownership of utilities may in the 
future be accepted only on sufferance, 
Under his plan full public ownership 
—or the absolute control of privately 
owned establishments by the political 
powers—would be unescapable. 


H? did not refer to the fact that 
along with the responsibility for 
this boss-ship the Federal government 
would have the recompense of a prac- 
tically unbeatable political machine. 
Mr. Manly cannot be unaware of this, 
for he was schooled by the elder La 
Follette and Senator George W. Nor- 
ris and other gentlemen who began to 
read politics at that place in the book 
where the average utility magnate 
stumbles over the big words. He was 
supported by others who more or less 
inadvertently made the political mo- 
tive clear. Dr. Arthur E. Morgan let 
it be known that he regarded the 
American Constitution as a tight fence 
surrounding some especially succulent 
grass. Others presented Mayor La 
Guardia of New York as the second 
greatest Caucasian, bitterly denounced 
as a class the men who are at the head 
of the privately owned utilities, and 
shouted that only through complete 
public ownership can the blessings of 
electricity be extended to every one at 
a rate that every one can pay. 
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BACK-FIRE AT THE WORLD POWER CONFERENCE 


I have read all the formal papers 
presented to the Third World Power 
Conference, the stenographic reports 
of the discussions from the floor, and 
many of the newspaper articles and 
editorials which resulted. I believe 
the foregoing paragraph is entirely 
fair and truthful. In summary the 
New Deal spokesmen : 

Presented the ownership of utilities 
by the government as a political doc- 
trine of the New Deal; 

Declared for Federal control of 
utilities which are now privately 
owned, through a combination of 
executive mandate and the ability to 
dump overwhelming floods of new 
power ; 

And maintained that holding com- 
panies are a device of the devil which 
must be done away with. 

No New Deal spokesman took an 
opposite point of view. It was made 
dear that, one and all, they sought 
control of the utilities through politi- 
cal means. 


§ Baw was entirely contrary to the 
ideas expressed by the delegates 
—3,000 of them, more or less, from 
approximately sixty countries—and to 
conditions now existing in the rest of 
the world. Without notable exception 
the delegates from abroad took a calm, 
businesslike, nonpolitical position on 


the question that has for the last few 
years so agitated the United States. 
They made it clear, without heat, that 
in these other countries the govern- 
ment and the utility maintain what 
might be called an interlocking rela- 
tionship. There are, here and there, 
conditions which have compelled a 
government to construct, control, and 
in many instances operate hydroelec- 
tric developments. In other instances 
the government and the utility are in 
partnership. In some cases the gov- 
ernment acts as the financial backer. 
The vast majority of utility develop- 
ments have been made by private cap- 
ital in the sixty countries, and are reg- 
ulated by the governments. 

There was no report of administra- 
tive hostility toward the industry such 
as now exists in the United States. In 
no country did it appear that the utili- 
ties were regarded as a prize of poli- 
tics. Everywhere, except in the Unit- 
ed States, the point of view both of 
the officials and of the owners was 
that of business men. The New Deal- 
ers became so aggressive in their at- 
titude that some of them were warned 
not to indulge in “politics and propa- 
ganda.” Their speeches were charac- 
terized in some instances as “tirades.” 
They were told not to continue “ad- 
vertising.” Even Morris L. Cooke, 
New Dealer extraordinary, and head 


Presented the 


ownership of utilities by the government as a political doc- 
trine of the New Deal; declared for Federal control of 
utilities which are now privately owned, through a com- 
bination of executive mandate and the ability to dump over- 
whelming floods of new power; and maintained that 
holding companies are a device of the devil which must 


q “In summary the New Deal spokesmen: 


be done away with.” 
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of the Rural Electrification Adminis- 
tration, notified his friends and as- 
sociates that they must change their 
tone. 

If that is not a licking then my little 
neighbor is keeping dinosaurs instead 
of rabbits in his back yard. 


OVERNMENT ownership is estab- 
lished in Russia, of course. But 

the conditions existing in the other 
countries participating in the confer- 
ence will be shown by excerpts from 
the formal papers and the floor talks. 
In some South American countries 
where abundance of water power 
exists coincident with a need for its 
conversion into power, and where the 
investing public is either unable or un- 
willing to undertake the burden of de- 
velopment, the governments are being 
compelled by circumstance to take ac- 


tion. But it does not appear from the 
statements made that these enterprises 
are based on anything but business 
reasons, or that any political bias is 


evident. Conditions in the European 
countries are made clear by the fol- 
lowing brief résumés: 

GERMANY: Dr. Krecke stated that 
Germans consider that the task of 
government is to supervise and regu- 
late business and not go into business 
itself. The principal aims of electric 
power and gas service are reasonable 
rates and safety, which may only be 
developed under the guidance of ex- 
perts conscious of their responsibility. 
In free competition private enterprise 
and government should codperate. 
Government leadership, we think, 
should stimulate as well as regulate. 
We look on private initiative as the 
stimulating and progressive element 
in every line of business. 


France: M. Malegarie said tha 
French industry has developed under 
a system of liberty in conformity with 
the broad traditions of the nation, 
without having public authorities ever 
relinquish their important functions as 
controlling bodies. The concern with 
the general welfare facing as it does 
the magnitude of the problems pre. 
sented by a power policy found ex. 
pression recently in the establishment 
of the Superior Board of Electricity, 
This board through close collaboration 
with the representatives of various in- 
terests will encourage the proper func. 
tion of the initiative of private enter- 
prise with a view to the general well. 
being. 

M. H. Fredet told of the “very sat- 
isfactory” fashion in which the 
French republic is extending state aid, 
with a “limited and beneficial state 
control.” Referring to the interfer- 
ences inseparable from the conduct of 
the Great War, another speaker re- 
marked that the present plan of regu- 
lation in France was satisfactory and 
promised well for the future, “on con- 
dition, however, that the evolution of 
the system shall not again be subject- 
ed to profound upheaval by new inter- 
ference by public authority.” 


GreaT Britain: N. G. Gedge, for 
the delegation, stated that “a joint 
parliamentary committee, after sitting 
several years, recommended in effect 
that a central advisory water board 
be created. The principal object is 
the codrdination of interests.” By 
Colonel T. H. Minchall, consulting 
engineer of London, the British Com- 
mittee was described as favoring pri- 
vate ownership, the retention of hold- 
ing companies, and the elimination of 
duplicated facilities. The British grid, 
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Business and Politics among Power Delegates 


Ci erenen, except in the United States, the point of 
view both of the officials and of the owners was that of 


business men. 


The New Dealers became so aggressive in their 


attitude that some of them were warned not to indulge in ‘politics 


and propaganda.’ 


Their speeches were characterized in some 
instances as ‘tirades. 


3 39 





of which so much has been heard in 
this country, is not publicly owned, 
but is an amalgamation and codrdina- 
tion of many privately owned compa- 
nies. It is managed by a board of six, 
completely free of political influence. 


John C. Dalton, manager of the Coun- 
ty of London’s Electric Supply, im- 
plored the conference: “At all costs 
keep the politicians away from this 
business of ours.” 

SWITZERLAND: E. H. Etienne said 
that “98 per cent to 99 per cent of the 
whole population is supplied with elec- 
tricity without interference or terms 
or subsidies from the Federal govern- 
ment.” In the discussion it was stated 
that “most of the gas plants are pub- 
lily owned. Financial difficulties of 
the state resulted in the use of the gas 
industry as an indirect means of col- 
lecting revenues. For this reason a 
progressive development of the gas 
plants is handicapped to a certain ex- 
tent.” 

C. F. Lamaitac stated that in Swit- 
zerland 98 per cent of the private 
dwellings are electrified. The domes- 


tic consumption is one of the highest 
in the world. 

There is no interference, fortification, or 
financial assistance on the part of the gov- 
ernment. The pioneering was due to pri- 
vate industry. Economic requirements have 
brought about the interconnection of plants 
and networks. Cities as well as towns of 
average size have participated in a general 
way by repurchasing private plants in ex- 
istence and then by supplying the capital 
needed for their rapid development in cer- 
tain cases on an equal basis with private 
owners. The Federal government has only 
technical control to insure the general wel- 
fare. There is no movement in Switzerland 
on the part of the consumer favoring the 
extension of government participation. 
Betcium: M. Max Horn said that 

if he were asked what impression he 
had derived from the papers and dis- 
cussions of the conference he would 
say that a consensus of opinion seemed 
to have been reached on several essen- 
tial aspects. It is recognized that dup- 
lication of plants must be avoided and 
existing plants enabled to attain the 
highest possible degree of usefulness. 
This involves the creation of a monop- 
oly within an area as large as neces- 
sary to obtain the most economic re- 
sults. Wealth invested in utilities 
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should not be wantonly and wastefully 
destroyed. Equity demands and the 
interests of the consumer as well that 
utilities be protected against injuries 
either from within or without. The 
great majority of the countries repre- 
sented at this conference would appear 
to be adverse to the nationalization of 
utilities. The Belgian government, 
for one, would not countenance such a 
scheme. A wide range of views exists 
regarding the expediency of compul- 
sory coordination and the point at 
which governmental supervision be- 
comes interference in the desirable 
freedom of subordinate authorities of 
private enterprise. There is an almost 
universal opinion that the might of the 
state should be subservient to the 
rights of the citizen. In approving 
the principle of cooperation between 
utility companies he commented: 

To say otherwise is to condemn carving 
knives because they can be used for murder. 
He remarked that in the discussion 

a very large majority of the speakers 
favored the private operation of pub- 
lic utilities. He put forward his con- 
tention that the best method of codp- 
eration is through the grouping of 
companies through holding compa- 
nies. He said: 

The entire world has taken inspiration 
from American law and jurisprudence. We 
have the deepest admiration for the Amer- 


ican Constitution and for the reverence paid 
it. It will be a great relief to see the new 


law (the SEC) in actual operation and - 


proving that it will be administered with 

regard for the interests of all and not to 

interfere with the existence and prosperity 
of well-organized holding companies. 

E. Uytburch, speaking for the Bel- 
gian delegation, said that in Belgium 
there are three methods of utility op- 
eration. The first is through private 
ownership, the second through the col- 


laboration of the state, and the third js 
state-owned enterprises. The first js 
most satisfactory. The second “has 
achieved excellent results, especially 
when the state has limited certain ex. 
penses.” The third has been very suc. 
cessful “where there have been no ex- 
pensive expenditures. Unfortunately 
this has often proved to be the case. 
This has created vast difficulties.” He 
warned against a tendency toward “a 
certain mysticism in dealing with the 
subject of rural electrification. It 
cannot make a rich region out of a 
poor one.” 

SWEDEN: Delegates stated that the 
“power supply had been developed 
rapidly and on the whole has been 
well planned. This has been due to 
the joint endeavors of the state, mu- 
nicipalities, and private enterprises. 
No definite line for the development 
has been set up by the state.” 

E. Upmark said that the state plants 
numbered 30 per cent, municipal 
plants 10 per cent, and _ privately 
owned enterprises 60 per cent. He 
continued : 

The supply of power and the utilitization 
of water resources have not been according 
to a predetermined plan but by a process 
of natural growth. This has largely been 
due to the fact that water power in Sweden 
belongs to the riparian owners, and the state 
as the owner of the Crown lands has a 
om many waterfalls. The state with us 

the same rights and the same obligations 


as private owners. 
tained on even terms. 


Competition is main- 


ITALY: 


Signor C. Cenzato, in a 
discussion of power in his country, 
said: 


Almost the entire water resources of the 
country have been utilized without any di- 
rect operation on the part of the state. 
Eighty-five per cent of the production and 
distribution is controlled by companies which 
operate as holding companies. The balance 
is divided almost evenly between public 
enterprises and small companies. All pub- 
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BACK-FIRE AT THE WORLD POWER CONFERENCE 


lic enterprises without exception in Italy 
have this form of organization and the state 
took toward them no initiative in their es- 
tablishment and has toward them no special 
control. Ruinous competition is impossible 
in Italy due to our corporate organization, 
which recognizes private initiative as an 
instrument the most useful in the interest 
of the nation but imposes upon each individ- 
ual company the duty to relegate its own 
enterprise to that of the country. Munici- 
pal enterprises operate on same basis as 
private ones, under the regulation of the 
same law. 

NETHERLANDS: Only in the dense- 
ly populated province of South Hol- 
land is electrification provided by the 
municipalities. No financial aid is 
granted from the public treasury. If 
there are doubts a guaranty is asked 


from the consumers. 

Austria: The socialization meas- 
ures planned shortly after the war 
have been completely abandoned. 
“The Federal government does not 
participate in supplying current, but 
grants concessions for the use of wa- 
ter power.” 

Cute: “The most efficient means 
of realizing the objective is through a 
centralized, independent, and technical 
organization. Every political, com- 
mercial, and local influence should be 
kept away.” 

Norway: “A centralized govern- 
mental direction of all trade has not 
been the current political policy in 
Norway. Industry and trade have 
been left to their own initiative for 
the most part.” 


Huncary: Because of “the seri- 
ous injuries suffered through the 
Treaty of Versailles a law was enact- 
ed in 1934 providing for the establish- 
ment of new hydroelectric plants and 
the enlargement of existing plants 
subject to state grants for sites, etc.” 


€ Bec excerpts could be continued 
almost at will, but further quota- 
tion would prove tiring. In view of 
the New Deal’s big-dam plans, how- 
ever, the statement of A. D. Lewis is 
interesting. He is the director of ir- 
rigation for the Union of South 
Africa, where the water and soil con- 
ditions closely approximate those of 
some of our western states where big 
dams are either being planned or are 
actually under way. Mr. Lewis took 
a most pessimistic view of the silt 
menace. He made the following state- 
ment : 


It would appear that all known methods 
can but retard silting, and that the original 
capacity of the reservoir can be maintained 
only by raising the dams. The financial as- 
pect of this should be considered at the out- 
set, especially bearing in mind that as the 
reservoirs gradually become shallower and 
the surface area becomes greater, evapora- 
tion, coupled with the concentration of salts, 
will eventually play an unduly great part 
and storage will only be useful over short 
periods. 


After hearing Mr. Lewis, the con- 
ference was amused by the declaration 
of H. G. Roby, of the Byllesby En- 
gineering and Management Corpora- 
tion, that “the TVA will flood per- 


= 


“WitHout notable exception the delegates from abroad 
took a calm, businesslike, nonpolitical position on the ques- 
tion that has for the last few years so agitated the Umited 
States. They made it clear, without heat, that in these other 
countries the government and the utility maintain what 
might be called an interlocking relationship.” 
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manently more than twice the area 
ever flooded by the Tennessee river.” 

The high social note of the gather- 
ing was to have been sounded at the 
banquet, which was held in the great 
hall of the Union Depot, because of 
the anticipated impossibility of finding 
seating space for so many diners. But 
there was plenty of seating space, al- 
though a wicked rumor was spread 
abroad that government clerks were 
hastily shrugged into their dinner 
jackets and told to eat well and clap 


their hands at the signal. This may 
not be true. It is a fact, however, that 
the applause for some of the New 
Deal speakers came from compact 
groups. Birds of a feather, however, 
notably flock together. 

It is perhaps symbolic of the fail- 
ures of the unwise champions that 
when for the entertainment of the 
gathering President Roosevelt at. 
tempted to start the turbines at 
Boulder dam, he pressed the wrong 
key. 





Thumb-nail Essay on 


Who Pays 


gy magi a United States congressman said 
in substance that everyone except the 
utility companies pays taxes, but that utility 
companies pay no taxes—an astonishing state- 
ment which probably made some utility exec- 
utives, still possessed of an unruffled disposi- 
tion, laugh. 

This statement that the utility companies 
pay no taxes may have made even the mem- 
bers of the Federal Power Commission smile, 
because that commission in its Electric Rate 
Survey No. 5 state that the total tax paid 
by reported private electric companies in 1934 
had increased to such an extent that they 
constituted 14.1 per cent of the total revenues 
of the companies, or the sum of $239,733,260. 

* * 

On the surface there would seem to be a 
marked difference of opinion between the 
United States congressman who says that 
utilities pay no taxes and the Federal Power 
Commission which reports that electric util- 
ities pay taxes to the extent of 14.1 per cent 
of their revenues. But there is a possibility 
that when these public officials refer to “pay- 
ment of taxes” they are thinking of different 
things. It may be that the congressman 
meant that it is not the public utility com- 
panies but their customers who pay the so- 


the Freight 


called utility taxes. If that is what he had in 
mind, his statement that the utilities pay no 
taxes would be nothing to laugh at. 

OK ok 

The customers of private utility companies 
usually have to pay a tax to the government 
for the privilege of receiving the service; and 
in addition to that a tax in monthly instal- 
ments for the use of the service. The bills 
which they receive from the utility companies 
are not wholly for utility service. Part of 
the amount charged is for taxes; that is to 
say, for political service. 

The government employs many tax col- 
lectors who receive no compensation for their 
work. The utility companies from the stand- 
point of our political leaders, are coming to 
be regarded as a very popular agency of the 
government in the collection of taxes from 
utility customers. : 

The governments, Federal, state, and local, 
may get a 14.1 per cent cut on utility revenues 
but the revenues come from utility customers. 

So perhaps the congressman who says that 
utility companies pay no taxes was wiser than 
his statement at first appears to indicate. He 
may have been alluding to the fact that it is 
the consumer who pays the freight. 
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Effects of Auto ‘Trailers 
on Utility Business 


Some problems for the electric industry if homes- 
on-wheels continue to multiply and become more 
than a passing fad. 


By PAGE GOLSAN, Jr. 
| home-on-wheels or the auto- 


mobile trailer is booming just 

now and if the rate of growth 
continues its possible effect on the util- 
ity business is worth thinking about. 
William B. Stout’s prediction that the 
next great industry in America will 
be the manufacture of homes on 
wheels and that within thirty years 
half of our homes will be mobile, has 
probably surprised many persons. But 
even more surprising is Roger W. 
Babson’s prediction that half our 
population will be living in auto 
trailers within twenty years. 

While forecasts are subject to 
change, there is no question that some 
sort of a trend has started. Of late 
the increase has been so rapid that an 
accurate count cannot be made, but 
it has been estimated that about 100,- 
000 trailers are now in use. The Au- 
tomobile Club of New York Review 
recently ‘said : 


A large percentage of the 500,000 who 
tour the country in these wheeled palaces 
have given up their permanent residences 
and live in the trailers the year round. 
Some two or three hundred manu- 

facturers at present are working over- 
time to supply the demand for trailers. 
Their products run the gamut from 
the luggage trailer selling for $50 all 
the way to the luxurious palace car 
trailer selling from $1,200 up, having 
separate quarters for chauffeur and 
maid. These are a far cry from the 
home-made tin-can type seen on the 
road a few years ago, made of an old 
Ford axle, a few boards, some baling 
wire, and what have you. And that is 
one of the notable recent happenings 
—a definite trend toward the better 
class of people becoming interested in 
trailers. 

The question is, will the trailer turn 
out to be a fad or will the trend really 
take hold and approximate the predic- 
tions? Time only can tell. Certainly 
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it is time now to do some thinking 
about it because from here on the 
utilities may feel the effects. 


HE trailer trend affects a mode 

of life, and changes in modes of 
life, if they do come about, cause 
shifts in business that are likely to be 
drastic. Customers moving out of 
houses and into trailers certainly will 
create real changes in domestic electric 
loads. 

The trailer mode of living seems to 
appeal to certain people. It is inex- 
pensive and it meets the American 
urge to keep moving. Ground rent 
for parking is cheap and direct taxes 
are as yet limited to license tags and 
the gas tax. Older people living on 
an income may find this life an easy 
way to reduce expenses and get away 
from cares. The greatest appeal, of 
course, is its mobility. One’s home 
can follow the sun and the pleasant 
seasons North in the summer and 
South in the winter—seeing the coun- 
try from one’s doorstep so to speak. 

But this trend is not wholly a one- 
way street. Some other people that I 
know will not use trailers. They 
don’t like them and just won’t ride in 
them on a bet. But then perhaps they 
were the ones that said this about au- 
tomobiles thirty years ago. 

Another trend that works against 
the vast predictions is the crowding 
of our roads, many of which are even 
today so loaded as to make auto travel 
less attractive than formerly. The 
course of future road building—and 
where the money is coming from—is 
a factor in this. 


| #8 is obvious that as trailer life be- 
comes popular, comfortable parks 
with water, electricity, toilets, showers, 
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stores, laundry, amusement facilities, 
etc., will be sought. Already parks 
that offer the widest range of service 
are springing up in many localities, 
Sarasota, Florida, has perhaps the 
largest with a capacity of about 1,800 
trailers. Last winter at times this 
park was filled. 

Not even a guess can be made as to 
the number of these parks now operat- 
ing. Their increase being at such a 
rapid pace, they probably number in 
the thousands. In addition there are 
over 300 Federal and state sites. 

Most of the trailers being made to- 
day carry a lead-in line to be plugged 
from the side of the trailer into any 
ordinary electric socket. Here then 
is a growing load at these parks now 
ready to be picked up and developed. 
Yet many of these camps are being 
laid out by uninformed owners and the 
utilities can be of real help to them- 
selves by advising the installation of 
complete electric outlet facilities and 
seeing to it that the job is soundly de- 
signed and put in. North of Wash- 
ington, D. C., it is said that the camps 
with outlets are as yet few and far be- 
tween. 


ag might be well worth while to can- 
vass all such parks and also tourist 
camps (these latter are rapidly adding 
the trailer parking facilities) in order 
to start them off right. Aid in draw- 
ing up plans and good advice as to 
wiring would assure adequate capac- 
ity. 

Some of these camps offer a wealth 
of amusements to help the trailerites 
kill the evening hours. Horse shoe 
courts, shuffle boards, dance halls, 
card rooms, music, movies, lectures, 
and even professional ‘entertainers are 
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EFFECTS OF AUTO TRAILERS ON UTILITY BUSINESS 
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Popularity of the Short Trailer Trip 
ae it seriously thought that a substantial proportion of our pop- 


ulation will permanently take to homes on wheels? 


Or will 


the use be week-end and summer vacation trips? One guess ts as 
good as another, but if any change does come, in all likelihood the 
short trip period will start first. In fact that is the situation now.” 





to be found. As most of this takes 
place in the evening the lighting loads 
can be stimulated. 


es utilities are finding revenues 
from the sale of power to trailer 
manufacturers. At present the plants 
are less concentrated than those in the 
automobile industry, several being in 
California, Florida, and the Fast, al- 
though a substantial proportion, as 
might be expected, is in Michigan and 
thereabouts. If the industry grows a 
considerable amount of plant integra- 
tion and merging may be expected, 
probably resulting in more concentra- 
tion. 

When concrete road building first 
got well under way the railroads were 
so pleased with the revenues from 
hauling cement, sand, and rock that 
they failed to realize they were help- 
ing to build up their worst competitor. 
In fact they were helping to pay for 
the job in their tax bill. 

Perhaps the sale of power for trail- 
er building will be a mild form of the 
same thing for utilities. 


I: it seriously thought that a substan- 
tial proportion of our population 
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will permanently take to homes on 
wheels? Or will the use be week-end 
and summer vacation trips? One 
guess is as good as another, but if any 
change does come, in all likelihood 
the short trip period will start first. 
In fact that is the situation now. 
Changes in modes of life as a rule 
come slowly even though in the end 
they may be complete. Whatever 
the period of home vacancy it means 
that much less residence energy sales 
and for the permanent movers a loss 
of residential connected load. 

Metropolitan utilities may, during 
the vacation season, lose some more 
of the already low summer load. The 
trailer will naturally seek the places 
of scenic and climatic advantages and 
will tend to accentuate the peak sea- 
sons of resort and seasonal properties. 
Resort hotels, however, already suf- 
ferers due to the automobile, may find 
the loss of business even more acute. 
The load will accrue to the trailer 
parks. 

All of this seems to point to rather 
definite shifting of load centers away 
from the large cities and decentraliza- 
tion of load in the summer months. 
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Hear better type trailer being built 
today has five or six lights and 
a radio as its usual equipment with 
now and then a cooking element. 
Others have only 6-volt lights operat- 
ing from the car battery. Some have 
dual systems with 6-volt lights operat- 
ing through small transformers when 
connected to the 110-volt current. 

There are several manufacturers 
trying to push small 6-volt gasoline- 
electric generators for lighting and 
radio use. The whole business of de- 
sign and standardization is yet in a 
chaotic state and it would certainly be 
well for the industry, perhaps through 
the Edison Institute, to take a hand in 
standardizing so that 110-volt service 
would be used whenever possible and 
the further development of self-con- 
tained generators and odd voltages be 
forestalled. 

Otherwise the eventual appliance 
load that some day will be built up 
may meet obstacles. 

Trailer builders should welcome 
this help. 

The question of appliances is going 
to require some radically new think- 


ing. 


te noapegaay by electricity cer- 
tainly is to be desired but it will 
take ingenuity. During the day, when 
on the move, only 6 volts D. c. is avail- 
able and the ordinary automobile gen- 
erator cannot carry this load without 
alterations. Continuous cooling at 
night on 110 volts, with no daytime 
cooling would hardly be practical in 
our present type of refrigerators. A 
new type of refrigerator, however, 
may be developed that can make ice at 
night and store enough refrigeration 
to hold down the box temperature for 


power gaps of fifteen to twenty hours, 
Perhaps some liquid, more efficient 
than water, can be used for this pur- 
pose. Another plan would be to use a 
6-volt A.c./D.c. box and with a larger 
generator on the car supply the day 
load. Night load would come from a 
small step-down transformer con- 
nected to the power lines. 

Electric cooking has its only draw- 
back in the noon meal along the road. 
A trailer camp with electric outlets 
could of course be scouted out. Or 
the noon meal, as is so often done in 
the summer time, could be taken cold, 

Space heating, as yet to come for 
trailers, seems to offer an excellent 
load. The element would probably be 
left on for a considerable time on chil- 
ly nights—and most nights at resorts 
are chilly both North and South. 

The characteristics of the trailer 
load leave much to be desired. The 
load factor is poor and the energy 
used per person at best will be small. 
Two or three people, so to speak, are 
in one room whereas at home the same 
family would dispose itself in several 
rooms in which different individuals 
may be reading or burning lights. 


C tev average trailer stops for the 
night, uses its electric plate, turns 
on the radio for one or two hours, 
uses the lights for a short while, then 
cuts off. Reading and study will be 
curtailed. After a day of driving eye- 
strain reading will not be attractive 
and not many books for study will be 
taken along. In good weather the 
tendency may be to sit outside the 
trailer with the lights off, perhaps lis- 
tening to the radio or visiting a near- 
by movie or amusement. 

How the load factor can be im- 
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proved is a problem that is ahead of 
us. No doubt much can be done. 

The cost to the trailer park of the 
electricity will mostly be in the de- 
mand clause, because of the simultane- 
ous use of all appliances for the short 
period. Space heaters will be the ex- 
ception. This charge has to be passed 
on to the trailer guest on an attractive 
basis and the utility should codperate 
with the camp owner in helping him 
figure out his basis of charge. Sev- 
eral methods are now in use: 

1. A flat rate per trailer per night 
or per week, which figure includes 
electricity ; 

2. Step rates based on the connect- 
ed load in the trailer, and 


3. The coin meter. One camp in 
Florida whose rates are not as high as 
some others charges a base rate of $1 
per trailer with two persons without 
service. If electric lights are used the 
rate is $1.35 per week. The scale in- 
creases up to $2.50 a week for two 
people with unlimited lights and elec- 
tric heat, entertainment of various 


sorts, loud speaker hook-up to the 
radio for phone calls, etc. 


FTER reviewing all of these possi- 
bilities and trends what is the 
answer ? 

My own conclusion is that our 
continued increases in residential con- 
sumption will so accelerate that it will 
take a considerable period of years 
and a very large trend to trailers be- 
fore losses will be noted. It must not 
be forgotten that there are some other 
trends in the air such as television, the 
effects of which may cause marked in- 
crease in home consumption. 

I think the trailer trend will be 
more than a fad and will reach fair 
proportions. However, until we are 
further along I cannot hold with pre- 
dictions that affect one half our 
homes. 

At the same time the load offered 
by the trailer camps will grow at a 
surprising rate and it should be well 
worth going after. 





Telephones from Electric Sockets 


H™ conv 2rsation between two persons can be heard over telephones 
plugged into electric light sockets was recently demonstrated in the 


auditorium o: the 


New York museum of science. 


The telephones oper- 


ate on the principle of carrier-currents, superimposed on the electric 
light wires, with no riggings required but the usual cords to the attach- 


ment plugs. 


Each instrument, when talked into, becomes a small radio-frequency 
transmitting station which delivers “wired radio” to the electric light 


circuits. 
radio. 


The voice then is picked up, amplified, and heard as a portable 


—Boston Post. 








Financial News 


The Outlook for Utility Stocks 


TILITY stocks have been handi- 

capped marketwise by the presi- 
dential election campaign, which doubt- 
less resulted in some switching of util- 
ity to industrial stocks by investors. 
The Dow Jones average of utility stocks 
has now been “making a line” around 
the 35 level for the last four or five 
months, while the industrial average 
advanced from 160 to 184 and the rail 
average from 50 to 60. 


Meanwhile, earnings of many large 
utility systems have continued to in- 


crease rapidly. Weekly statistics of 
electric output also make a favorable 
showing, considering the rate of gain 
which occurred at this time last year; 
for the week ended October 3lst, elec- 
tric output was 14.7 per cent over last 
year. However, the Times’ seasonally 
adjusted weekly index, which had ad- 
vanced sharply from April to August, 
has in the past two months shown an 
irregular or declining trend, possibly 
due to the slowing down of the auto- 
motive industry or approaching election. 
This temporary irreguiarity is similar to 
that which occurred in the first three 
months of the year and hardly indicates 
any real change in trend; it could con- 
tinue for another month or so without 
breaking the uptrend line in the index 
prevailing since the middle of 1933. 

In the writer’s opinion, utility com- 
mon stocks are decidedly “behind the 
market,” and any favorable court deci- 
sion, such as possible rejection by the 
Supreme Court of the Electric Bond 


and 
Comment 


By OWEN ELY 


Case as a test for the Utility Act, might 
cause a sharp rebound in the group. 

Any new developments in the power 
pool proposal of President Roosevelt 
might also prove a market factor, par- 
ticularly with regard to Commonwealth 
& Southern, National Power & Light, 
and other companies more immediately 
affected. 


op regardless of these temporary 
influences, the market cannot long 
continue to ignore the industry’s re- 
covery in earning power. There seems 
no reason to doubt that electric output 
will continue to gain in 1937, owing to 
the increasing sale of household appli- 
ances, the growing demands for power 
from the heavy industries, the gain in 
building operations, etc. It is possible, 
of course, that advances in material 
costs and wages may deprive utility 
companies of some of the benefits to 
net income otherwise obtainable from 
the increased gross revenues. 

On the other hand, some relief may 
be obtained from imposition of special 
taxes, and the pressure for rate cuts 
may diminish. While substantial econ- 
omies have already been obtained from 
refunding operations, these will be more 
fully reflected in 1937-8 figures, and 
utility plant expansion will permit sav- 
ings through installation of more effi- 
cient machinery. 

Thus it appears likely that, unless 
pressure from the administration for 
rate cuts and for new bookkeeping 
methods prove too burdensome, net 
earnings will continue to gain, although 
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a smaller rate of increase than in 
036. The industry is favored by a 
atural trend toward “increasing re- 
urns”; it has few labor, inventory, or 
edit problems; it has been soundly 
wilt and financed ; and if relations with 
the Federal government can be gradu- 
ly adjusted and ameliorated, future 
prospects should prove increasingly 
favorable for security holders. 


¥ 
New Financing 


RESUMABLY due to election uncer- 

tainties, new financing was at low 
ebb in the fortnight ended November 
ith. Utility offerings included $14,- 
000,000 Central Maine Power Co. first 
and general “H” 34s of 1966 at 1013; 
$13,906,900 New York State Electric 
& Gas Corporation first 4s of 1965 at 
102; and $2,300,000 Montana-Dakota 
Utilities Company 44s of 1946 at 100. 
$10,067,000 New England Power Co. 
first mortgage 34s of 1961, Series “A,” 
were offered November 12th at 1034 by 
a syndicate headed by Lehman Bros., as 
the result of their successful competitive 
bid for the issue. (SEC regulations re- 
quire the filing of an amendment to the 
original registration by the successful 
bidders. ) 

Other issues registered with the SEC 
for probable offering in November 
include the following: 1 $160,000,000 
American Telephone and Telegraph 
30-year debenture 34s ; $1,500,000 She- 
nango Valley Water first “B” 4s of 
1961; $15,000,000 Southern Natural 
Gas Company first 44s of 1951; 
$250,000 Montana State Water Co. first 
5s of 1961; $1,770,000 Ohio Associated 
Telephone first 44s of 1966; $6,000,000 
Broad River Power Company first 44s 
of 1966; and $3,000,000 Turners Falls 
Power Co. 3s of 1956 and 34s of 1966. 
Competitive bidding will be necessary 
on the last-named issues. The scheduled 
offering of 130,000 shares of Washing- 
ton Gas Light Co. capital stock has been 
delayed. 

The Federal Power Commission has 
filed a hearing for November 17th on 


the application of Montana Power Co. 
(subsidiary of American Power & Light 
Co.) for authority to issue $48,000,000 
first 32% due 1966 and $10,589,500 
debenture 5s of 1966. 

There has been some special interest 
in the financing plans of Montana Power 
Co. because of its affiliation with the 
Electric Bond & Share System, involved 
in the government’s test case to deter- 
mine constitutionality of the Utility Act. 
According to the New York Times: 


The recent proposal by the Montana 
Power Company to issue about $49,000,000 
of new securities is interpreted in invest- 
ment circles as indicative of the attitude 
of those utility holding companies which 
have not complied with the provisions of 
the Public Utility Act toward the legality 
of carrying out refunding operations. In 
the opinion of some observers, the success- 
ful completion of such an operation would 
release a tremendous amount of potential 
utility refinancing, which heretofore has 
been curtailed pending the decision on the 
constitutionality of the holding company 
legislation. 


The Florida Power Corp. (Associated 
Gas & Electric system) has asked per- 
mission of the SEC to change its financ- 
ing previously authorized and to issue 
$10,000,000 first 4s of 1966 and $2,- 
500,000 debenture 5s of 1946 (instead 
of $12,000,000 first 44s of 1976). 

The public service commission of 
New York has authorized Rochester 
Telephone Corporation to issue $5,- 
000,000 first and refunding 34s of 1961. 

Central Hudson Gas & Electric Cor- 
poration recently made an exchange 
offer, holders of the old 6 per cent pre- 
ferred stock receiving one share of 
per cent preferred plus $2.50 in cash. 
Some 3,404 shares, which remained un- 
issued out of the 70,300 shares of new 
preferred, will be offered at 1074 by 
Morgan Stanley & Co., according to a 
post-effective amendment filed with the 
SEC. 

* 


Value of Holding Companies 


W. KELtoa«, president of the Edi- 
e son Electric Institute, in a recent 
address made the following statement : 
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It is obvious that if the financial condition 
of the electric industry is as sound as the 
last census has reported it to be, no one 
but the holding companies could possibly 
be responsible for this state of affairs. 
Without the 50 per cent margin of invest- 
ment furnished by the stockholders utility 
bonds would be unsalable, and without the 
equity cushion furnished by the common 
stockholder the preferred stock could not 
be marketed. 

The common stock has, in fact, furnished 
64 per cent of the equity margin for utility 
bonds. Hence the common stock investment 
is the real foundation of the whole financial 
structure. 

Individual companies outside the larger 
cities never could raise common stock 
money. It was only when the holding com- 
panies came along, with the size and di- 
versity which their holdings represented, 
that common stock money in adequate 
amounts could be raised. 


The value of the holding company 
from an engineering angle was recently 
stressed by the Annalist: 

One result of the drought was to demon- 
strate the vital utility of the network of 
high tension interconnections developed by 
the privately owned power companies in 
the last decade and a half, especially those 
made possible by the much maligned hold- 
ing companies. Many if not most of the 
major interconnected systems would have 
been impossible without the financial re- 
sources provided by holding companies, and 
in some sections of the country the absence 
of facilities for long-distance transmission of 
electric power during the drought would 
have intensified human suffering and from 
an industrial and employment standpoint 
would have been nothing short of disastrous. 


¥ 
Corporate Notes 


ONSOLIDATED Edison Company has 

declared an extra dividend, making 
disbursements payable this year $1.75 
a share compared to $1 last year. The 
regular quarterly rate was raised from 
25 cents to 50 cents in the September 
quarter. The distribution will, it is 
thought, avoid payment of any undis- 
tributed profits taxes for 1936. 

The Utilities Power & Light Cor- 
poration litigation has become more in- 
volved. Harley E. Clarke, who recently 
retired from the presidency of the com- 
pany which he founded over twenty 
years ago, has been in conflict with 


Atlas over the right to exercise an 
option to buy the debentures held by 
Atlas at a price of 80, as well as 
$3,000,000 securities held in an affiliated 
holding company. The latter included 
certain notes of Webster Securities 
Corporation (personal holding company 
of Mr. Clarke) which controls Public 
Utilities Securities which in turn cop- 
trols Utilities Power & Light. Webster 
Securities defaulted on its notes, which 
were taken over by the Atlas from the 
RFC, which had acquired them from 
the Central Republic Bank & Trust Co, 
of Chicago in connection with the 
celebrated $90,000,000 “Dawes loan.” 
Mr. Clarke on October 14th served no- 
tice on Atlas and the Manufacturers 
Trust Company, through the sheriff of 
New York county, of a suit in equity 
to gain extension of his option, in which 
he alleged that he had entered into the 
option agreement only with the assur- 
ance that the British properties would 
not be sold. Several suits have been 
brought by security holders opposing the 
recent sale of the British properties on 
the general ground that it benefited 
Atlas, and two additional suits seeking 
bankruptcy were brought recently at 
Chicago. 

Peoples Gas Light & Coke Co.’s pro- 
posed rate increase, expected to yield 
about $3,000,000 additional gross and 
$2,500,000 increased net income per 
annum, has been temporarily delayed 
by a writ of supersedeas issued by the 
Illinois Appellate Court, which places 
rates on the old basis pending considera- 
tion by the court. 


a Telephone and Telegraph 
Co’s. subsidiary, Electrical Re- 
search Products (controlled by Western 
Electric Co.) is benefiting by replace- 
ment demand from theaters which are 
installing improved types of sound re- 
production apparatus. The company 1s 
said to have received orders since Sep- 
tember Ist to equip over 300 theaters 
with its new and improved Mirrophonic 
equipment. Western Electric’s produc- 
tion of telephone apparatus is also re- 
ported to have gained. 
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The contest for control of the Jersey 
Central Power & Light Co. has taken 
a new turn. The question has arisen 
whether the Federal court should take 
iyrisdiction and this question will prob- 
ably go to the circuit court of appeals. 
Hence, the date for the auction of the 
collateral securing the National Public 
Service debentures (which constitutes 
control of Jersey Central) will be post- 
poned to a date not later than November 
Mth, it is expected, at which time the 
option of the Public Service Corpora- 
tion of New Jersey to pay $8,000,000 
for the controlling interest will expire. 

While the recent success of the 
Fascist forces in Spain is generally 
considered favorable to the future re- 
lations of International Telephone & 
Telegraph Co.’s subsidiaries, the decree 
declaring militarization of Spanish 
Telephone Co. may (unless changed by 
General Franco) prevent the parent 
company from obtaining any funds 
from Spain for some time. However, 
it is understood that the government 
will indemnify the company for all dam- 
ages as well as for loss of revenue. 
As the New York Tribune points 
out, “Revenue from other subsidiaries 
should be sufficient to prevent financial 
embarrassment to the system; ITT has 
gone through thirteen revolutions with- 
out appreciable loss.” 


Oe ace Ill., voters have rejected 
by a vote of almost 3 to 1 the propo- 
sition for the city to purchase the plant 
of the Central Illinois Light Co., sub- 
sidiary of Commonwealth & Southern 
Corp. A proposed $8,500,000 bond is- 
sue would have doubled the city’s debt 
with the prospect of additional taxes. 
The city’s own plant and that of Central 
Illinois have been in active competition 
for many years. The plan for munici- 
pal purchase had been backed by lead- 
ing representatives of TVA and SEC, 
but Central Illinois Light Co. took no 
part in the campaign. 

Derby Gas & Electric Co., subsidiary 
of Utilities Power & Light Corp., has 
submitted a reorganization plan to the 
SEC in accordance with the Utility Act. 


Note holders of the U. S. Electric 
Power Corporation have purchased at 
auction, at $2.80 per share, all the com- 
mon and Class B common shares of 
Standard Power & Light Corp. securing 
the notes. This was the price at which 
they had previously offered the shares 
to U. S. Electric Power stockholders, 
the latter having arranged to take about 
40 per cent of the total stock. The note- 
holding syndicate had previously ac- 
quired the notes from the Chase Nation- 
al Bank and other banks, on a basis sub- 
stantially equal to the price paid for the 
stock. 


* 


September Earnings Reports 


Se following summarizes the avail- 
able September reports for leading 
systems, on a consolidated basis and 
subject to year-end tax adjustments: 

American Gas and Electric Company 
in the twelve months ended September 
30th earned $2.14 per share on the com- 
mon stock against $1.80 in the previous 
year. Net income for the month of 
September showed a gain of about 22 
per cent over last year. 

Cities Service Company in the nine 
months ended September 30th reported 
a gain in net income of about 39 per 
cent over last year. 

Pacific Lighting Corporation in the 
twelve months ended September 30th 
reported $4.01 earned per share on the 
common stock, compared with $4.05 in 
the previous year. 

Public Service Corporation of N. J. 
in the twelve months ended September 
30th earned $2.65 a share on the com- 
mon stock against $2.63 the previous 
year. Net income for the month of 
September showed a gain of about 10 
per cent over last year. 

Engineers Public Service Company in 
the twelve months ended September 
30th reported 33 cents earned on the 
common stock, compared with a deficit 
of 66 cents in the previous year. 

United Gas Corporation in the twelve 
months ended September 30th earned 14 
cents on the common stock against a 
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deficit of 63 cents in the previous year. 
In the quarter ended September 30th 
net income was over four times as large 
as last year. 

United Gas Improvement Company in 
the twelve months ended September 
30th earned $1.07 on the common stock, 
against $1.12 in the previous year. In 
the quarter ended September 30th, 25 
cents was earned, the same as last year. 

Brooklyn Union Gas Company in the 
twelve months ended September 30th 
earned $3.26 per share against $4.57 in 
the previous year. 

Commonwealth Edison reported $6.50 
earned in the twelve months ended Sep- 
tember 30th, against $6.29 in the previ- 
ous year; in the quarter ended Septem- 
ber, $1.28 was reported compared with 
$1.02 last year. 

Consolidated Edison Company of 
New York reported $1.53 in the twelve 
months ended September 30th, against 
$1.98; in the quarter 39 cents was 
earned, the same as last year. 

Consolidated Gas, Electric Light and 
Power Company of Baltimore reported 
$4.59 in the twelve months ended Sep- 
tember 30th, against $4.24 last year; in 
the quarter, 83 cents compared with 86 
cents. 

Detroit Edison in the twelve months 
ended September 30th reported earnings 
of $8.73 compared with $4.93 in the 
previous year. 


Lape Electric Illuminating Com- 
pany of Boston reported $8.90 in 
the twelve months ended September 
30th, against $9.73 last year; however, 
in the quarter ended September 30th 
net income showed a gain of about 45 
per cent over last year. 

Long Island Lighting Company in the 
twelve months ended September 30th 
earned 18 cents compared with 31 cents 
in the previous year. 

Peoples Gas in the twelve months 
ended September 30th earned $1.89 
compared with $1.95 in the previous 
year; in the quarter ended September 
30th there was a seasonal deficit of 37 
cents, compared with 48 cents last year. 

Public Service Company of Northern 


Illinois in the twelve months ended Sep- 
tember 30th earned $3.82 per share on 
the common stock compared with $3.25 
in the previous year ; in the quarter end- 
ed September 30th, 49 cents against 34 
cents. 

Southern California Edison Company 
reported $2.37 earned in the twelve 
months ended September 30th. 

American Telephone and Telegraph 
Company in the twelve months ended 
September 30th earned $8.02 per share, 
against $6.56 last year; in the quarter 
ended September 30th, $2.31 against 
$1.70. Ona Bell System basis, earnings 
were $8.87 against $6.38, and $2.30 
against $1.56. 

Philadelphia Company in the year 
ended September 30th showed a gain 
of 22 per cent in net income. 

National Power & Light Co. in the 
quarter ended September 30th earned 15 
cents a common share against 11 cents 
last year. In the twelve months ended 
September 30th, 93 cents was earned 
against 81 cents last year. 


IAGARA Hudson Power Corpora- 

tion for the quarter ended Septem- 
ber 30th reported 4 cents per share com- 
pared with 7 cents last year. In the nine 
months ended September 30th, 58 cents 
was earned compared with 44 cents, a 
gain of about 32 per cent. 

North American Co. in the twelve 
months ended September 30th reported 
$1.60 earned per share on the common 
stock compared with $1.23 in the previ- 
ous year. 

American Light & Traction Co. in the 
twelve months ended September 30th 
reported earnings of $1.65 against $1.15 
a year ago. 

Commonwealth & Southern Corp. for 
the month of September reported net 
income of $1,157,351 against $769,566 
last year. For the twelve months ended 
September 30th, $7.80 was earned on 
the preferred stock against $5.67 last 
year,-a gain of about 38 per cent. Eight 
cents per share was earned on the com- 
mon compared with a deficit of 2 cents 
last year. 

Electric Power & Light Corporation 
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in the quarter ended September 30th 
reported earnings of 14 cents a share on 
the common stock compared with a 
deficit of 52 cents last year. For the 
twelve months ended September 30th 
$9.25 was earned per share of preferred 
stock against 6 cents last year, and 41 
cents per share of common compared 
with a deficit of $1.67 last year. 

B.M.T. reported earnings of 88 cents 
per share in the quarter ended Septem- 
ber 30th, compared with 49 cents in the 
same period last year (after revision of 
last year’s figures). The trolley sub- 


sidiary, Brooklyn & Queens Transit, 
continued to show a declining trend. 


> 

The Cost of Federal Projects 
pebr for November presents “a 

portfolio of New Deal reconstruc- 
tion”—which includes pictures, maps, 
and comment on leading Federal power 
projects. The total cost of TVA up to 
1944 is estimated at some $329,000,000. 
Grand Coulee’s total cost, including ir- 
tigation plans, is figured at $376,000,000 
and Bonneville’s at $67,000,000, with a 
long-term eventual cost for the entire 
Columbia river development estimated at 
$772,000,000. Cost of the Fort Peck 
dam on the Missouri river is figured at 
$108,000,000. According to Fortune, 
TVA is a “frank experiment” and the 
benefits from the other three dams “are 
strongly disputed. Grand Coulee and 
Bonneville are the first steps in the Co- 
lumbia river development, which con- 
templates an eventual power capacity 
of 8,000,000 kilowatts in an area now 
inhabited by fewer than 3,000,000 peo- 
ple. This is about 24 per cent of the to- 
tal power capacity in the U. S. in 1935. 
Utilities men do not see how so much 
energy can ever be sold. And the New 
Deal answer is at best a pious hope that 
by the time the project is finished many 
an industry will have shifted to this 
lat U. S. frontier to receive its triple 
blessing of cheap power, cheap trans- 


AND COMMENT 


portation, and an agriculturally perfect 
climate.” 
> 


Japanese Nationalization of 


Utilities Opposed 


roy 9 utility companies are oppos- 
ing the proposal for nationalization 
of the electric power industry (described 
in the previous issue of the FortNIGHT- 
Ly). The extent of government con- 
trol will probably be settled between 
now and January, when the government 
is expected to propose definite legisla- 
tion to the Diet. It is claimed that the 
plan will permit reduction of the whole- 
sale cost of power by one fifth, while 
plans to increase the output of hydraulic 
power by 300,000 kilowatts annually 
will help solve the unemployment prob- 
lem. The government would not invest 
any money in the holding company but 
would guarantee its bonds. 

The Japanese Communications Min- 
ister, in supporting the proposal, re- 
ferred to “the present system of reckless 
establishment of a multitude of minor 
power companies.” 

The proposal is said to have originat- 
ed in Army circles as a national defense 
measure. Other Cabinet ministers, in- 
cluding the Navy, have not as yet an- 
nounced a definite stand, although the 
Navy is said to agree with the War 
Department that vigorous control of 
the industry is the first step in a general 
reform of the economic structure. 
There appears to be considerable opposi- 
tion to the plan among business inter- 
ests who regard estimates made by the 
Communications Ministry of 20 per cent 
rate savings as greatly exaggerated. 
The argument is following somewhat 
similar lines to that in the United States, 
with charges of unconstitutionality and 
bureaucratic inefficiency leveled against 
the government. However, it seems 
likely that, considering the strong hold 
which the Army has over national af- 
fairs, its viewpoint may prevail with 
some modifications, 
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What the State Commissioners 
Are Thinking About 


Excerpts from the opinions expressed in reports 
and addresses at the annual convention of the 
National Association of Railroad and Utilities 
Commissioners in Atlantic City, N. I., from 
November 10th to November 13th, 1936. 


On Accounting Reform 


6é HE reports of the Federal Trade Com- 
mission cite cases where the property 
accounts of utilities have been increased 100 
per cent over night. A system of accounts 
cannot prevent such transactions. It is not 
within its province to do so, but it can and 
should provide an account where increases of 
property over original cost, caused by reorgan- 
ization, mergers, or consolidations, should be 
recorded in order that regulatory commis- 
sions and the investing public may be informed 
as to the property accounts of the utilities. 
The use of original cost in utility plant ac- 
counting provides a means whereby the de- 
tailed plant accounts will record the original 
cost of the property, and give the difference 
between such original cost and the purchase 
price recorded in the separate account. 
“Criticism has been made of the use of esti- 
mates in determining original cost where prop- 
er records are not available. There is nothing 
new in the use of estimates in utility account- 
ing. They are made daily in the allocation of 
expenditures between utility plant and operat- 
ing expense accounts and between the detailed 
utility plant accounts. Overheads capitalized 
in construction are usually a matter of esti- 
mate. The division of labor cost between pole 
lines and overhead conductors is frequently 
made on an estimated basis. I am not criticiz- 
ing such estimates. They are necessary in 
the conduct of utility business. Neither do I 
fear the consequences of estimates of original 
costs where necessary. They can be made 
with as great a degree of accuracy as could 


be found under any method of recording util- 
ity prices.” 
—Frep S. Hunt, 
Commissioner, Public Service 
Commission of Wisconsin. 


74 HOSE opposed to the recording of origi- 
nal cost have expressed apprehension 
concerning the cost of its inauguration, claim- 
ing that the expense of ascertaining and main- 
taining original cost records would far exceed 
any possible value. It is common knowledge 
to all connected with the regulation of utili- 
ties that a considerable portion of their prop- 
erty is carried in their accounts under a cap- 
tion ‘Fixed Capital Not Classified by Pre- 
scribed Accounts.’ ? 
“This account is very uniformative and its 
use has caused a great deal of dissatisfaction 
among all concerned with utility plant account- 
ing. The account simply shows a total dollar 
amount without stating how much is land, 
structures, generating equipment, transmission 
ard distribution facilities, water power value, 
or intangibles. Mr. A. R. Colbert, director of 
our accounting department, has made a review 
of the records of a few Class A companies and 
finds that of upward of $100,000,000 of prop- 
erty per cent is carried as fixed capita 
not classified by prescribed accounts. This 
amount should be classified, and no matter 
what methods of classification is followed, 
about the same expense is incurred. If it 
is classified on the basis of reproduction cost, 
cost to company, original cost, or any other 
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kind of cost, essentially the same procedure 

js necessary. Utilities have been at fault 

in permitting amounts of undistributed prop- 

to accumulate in their accounts. It is 

high time that steps be taken to remedy this 

situation and that the undistributed property 

accounts of utilities be classified in accord- 

ance with the prescribed utility plant accounts 
on the basis of original cost.” 

—Frep S. Hunt, 
Commissioner, Public Service 
Commission of Wisconsin. 


“VE should keep in mind, in discussing 
depreciation, that the function of a 
depreciation reserve is to pay for capital which 
is being currently consumed. It is not its 
function to provide for future capital which 
may be needed when the present capital is 
gone. Nobody can predict whether the units 
of property which are being presently con- 
sumed will be replaced by like units cost- 
ing the same amount as the consumed units 


or whether they will be replaced by different 
units costing more or less than those now 
in use. 
“From the foregoing considerations, it 
logically follows that units retired should be 
charged to the depreciation reserve at the 
amount at which they were originally incor- 
porated in the fixed capital records of the 
utility. It is difficult to understand how books 
can be kept in any other way. Depreciation 
reserves may be kept on this basis as straight- 
line depreciation or sinking-fund depreciation. 
Under the proposed system of accounts either 
system may be used and it is probable that 
most commissions are now permitting the use 
of both systems. Personally, I believe that 
straight-line depreciation is preferable, but, 
since both systems are permitted in the pro- 
posed system of accounts, it is unnecessary to 
pursue this subject further.” 
—Frep S. Hunt, 
Commissioner, Public Service 
Commission of Wisconsin. 


e 


On Commission 


74 Oz of the boulders in the road named 

‘Regulation,’ is the lack of full judicial 
appreciation of the fact that the problem of 
regulation while a legal problem is a complex 
of social, economic, financial, engineering, 
statistical, and accounting problems and that 
therefore the determinations of the adminis- 
trative agencies, aided as they are continuously 
by state employees, trained and experienced in 
the fields of knowledge covering these prob- 


Appropriations 


lems (aid not available to the courts sitting 
in review), are entitled to the benefit of a pre- 
sumption well-nigh approaching a conclusive 
presumption and to the placing on those who 
attack such determinations of the burden of 
establishing error with reasonable conclusive- 
ness.” 
—Frank H. SoMMEr, 
General Counsel, New Jersey Board 
of Public Utility Commissioners. 


e 


On Federal-State Relations 


T= activities of the Federal Communi- 
cations Commission which are of prin- 
cipal interest to the state commissions are in 
the telephone field, and they are carried on by 
that commission through its telephone divi- 
sion, of which Commissioner Walker, formerly 
chairman of the Oklahoma commission, and 
likewise formerly chairman of this committee, 
is chairman. 

“The cordial codperative relations between 
state commissions and that commission, which 
were commented upon in the 1935 report of 
this committee, have continued. However, the 
attention of the telephone division of the Fed- 
eral Communications Commission during the 
past year has been largely engrossed in the 
general telephone investigation, now being 
carried on under the direction of a congres- 
sional resolution; and no occasion has arisen 
for the application of the codperative proce- 
dure in any formal rate proceeding before the 


commission. The association, however, has 
cooperated in the defense in court of the Fed- 
eral Communications Commission’s order pro- 
mulgating a uniform system of accounts. In 
the preparation of that accounting system, as 
stated in our 1935 report, our accounting rep- 
resentatives codperated, and the same was 
recommended for adoption to the several state 
commissions exercising jurisdiction over tele- 
phone utilities by a resolution adopted at our 
1935 Convention. (Proceedings, page 480.) 
“The Bell Telephone Companies instituted a 
judicial review of this order, by an action 
brought against the United States and the 
Federal Communications Commission in the 
United States District Court for the Southern 
District of New York. The case was heard 
before a statutory court of three judges in 
December, 1935. By direction of President 
Morgan, the association intervened in the suit 
as a party defendant, and was represented in 
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the hearing by our general solicitor. A brief 
on behalf of the association was also filed 
through our Washington office. 

“The decision of the court, handed down in 
February of this year, sustained the validity 
of the accounting order, with minor exceptions 
which were acquiesced in by the Federal Com- 
munications Commission (American Tele- 
phone & Telegraph Co. et al. v. United States 
et al. 14 F. Supp. 121). The telephone com- 
panies involved have taken an appeal in this 
suit to the United States Supreme Court, 
where the case is now pending.” 

—Exceret from the Report of the Com- 
mittee on Codperation between Federal 
and State Commissions. 


“ste is the opinion of the committee that 
the satisfactory practice of codperation 
under the Federal Power Act (§ 209) will be 
greatly facilitated by the adoption of a con- 
crete plan, setting forth the manner in which 
coéperation may be initiated and the proce- 
dure which will be followed in formal pro- 
ceedings which are heard under its provisions. 

“Any such plan adopted, your committee be- 
lieves, should be as simple and as broad in 
its provisions as it can be made. It should 
enable either a state commission or the Federal 
Power Commission easily to suggest codp- 
eration in any proceeding or matter arising 
under the Federal Power Act, or affecting one 


or more public utilities subject to the jurisdic. 
tion of one or more state commissions and of 
the Federal Power Commission; and it should 
insure to the codperating commissions, Fed- 
eral and state, full opportunity to present and 
jointly consider their respective views con- 
cerning the final decision or order to be made 
in said proceeding. 

“The committee believes that the plan pre- 
red as aforesaid and set out below (pub- 
ished in text) contains these essential fe- 
tures, and it accordingly recommends said plan 
for approval by this association on behalf of 

its state commission membership.” 
—Excerpt from the Report of the Com- 
mittee on Codperation between Federal 

and State Commissions. 


(14 I N view of the delays necessarily incident 
to bringing the Federal (motor carrier) 
act into full operation throughout the country 
consideration should be given to the question 
whether it is advisable for the I.C.C. to clothe 
certain employees of the state commission with 
authority to act as enforcement agents for the 
Federal commission. The state people are in 
constant touch with local conditions and in 
many cases would be able to solve interstate 
problems within their respective states with a 
great saving in time and expense.” 
—Excerpt from Report of the Committee 
on Motor Vehicle Transportation. 


e 


On “Objective” Rates 


ceé HE outstanding development of recent 

years in public utility rate making has 
been the introduction of selling efforts which 
have their appeal in what may be termed 
‘bargain rates.’ Customers have been offered 
‘objective rates,’ ‘inducement rates,’ ‘promo- 
tional rates,’ ‘low cost plans,’ ‘free electricity,’ 
‘half-off plans,’ ‘share-the-profits plans,’ ‘serv- 
ice-at-cost plans,’ ‘full service rates,’ ‘centen- 
nial rates,’ and ‘additional use rates, and 
sliding-scale systems have received renewed 
attention. Many of these new rate plans are 
but variants of the original Commonwealth & 
Southern Objective Rate, although some of 
them are not so clearly in that category. In 
every case, however, the common goal is 
greater consumption per customer. Although 
these sales campaigns have been undertaken 
by both the electric and gas utilities, the pres- 
ent report will be confined to a consideration 
of objective type rates in the electric utility 
industry which has been more active in this 
respect. 

“In choosing objective type rates as the 
subject of the accompanying report, the Com- 
mittee on Public Utility Rates is in a sense 
continuing the study which it made last year 
on uniformity of electric rate forms and simpli- 


fication of electric rates. Among other things, 
the present study gives careful attention to 
objective type rates as a medium for effecting 
greater uniformity and simplicity in electric 
rates. 

“Under the typical objective rate program 
it is provided that after two or three years 
the immediate rate is to be eliminated and 
all customers are thereafter to be billed under 
the objective rate. As this is written, how- 
ever, only a very few companies have made 
this transition to the single rate, but during 
the next two and three years, many other 
companies will have taken this step. It is 
therefore recommended that in 1937 the Com- 
mittee on Public Utility Rates report further 
on results obtained under objective type rates 
even though it choose some different subject 
for its main report.” 

—Excerpt from Report of Committee 
on Public Utility Rates. 


(74 M?* objective type rate plans, especial- 
ly the earlier ones, provided that aft- 
er the lapse of a given period, usually three 
years, the ‘immediate’ rate would be eliminat- 
ed and all customers would be billed under the 
‘objective’ rate whether of not they had ea! 
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it by increasing consumption. Other plans 
provide that this step shall be taken whenever 
a fixed percentage of all customers shall have 
earned the ‘objective’ rate or whenever aver- 
age annual consumption per customer shall 
have reached a fixed number of kilowatt 
hours. More recently no provisions have been 
incorporated in some of the plans for this au- 
tomatic transition, the change to be effected 
when conditions warrant the step. 
“Obviously, it is essential under any objec- 
tive type rate plan that customers be shifted 
over to the ‘objective’ rate as rapidly as pos- 
sible. This applies particularly to those plans 
which have a specified transition date. In an 
efort to measure the extent to which such 
shifts had occurred, the tenth question sub- 
mitted to the companies was: To what extent 
have your residential customers shifted over 
to the objective rate? That is, give some 
measure, such as number of customers or per 
cent of total customers, now on the objective 


rate. 

“The data submitted in reply to this question 
show that : 

(a) During the first full month of opera- 
tion under the objective type rate plan from 
8 per cent to 46 per cent of customers were 
billed on the ‘objective’ rate. 

(b) At ten to thirteen months, from 11 per 
cent to 65 per cent of customers were on the 
‘objective’ rate. 

(c) No reports were received for the period 
between thirteen and twenty-one months, but 
for twenty-one months to thirty-one months, 
the percentage of customers ranged from fifty 
to eighty-five. 

(d) In addition to customers being billed on 
the ‘objective’ rate, others were receiving some 
benefits in that they had base bills or were 
on the ‘cross-over’ rate, etc.” 

—Exceret from Report of Committee 
on Public Utility Rates. 


66 A MUCH sounder basis for an appraisal 

of objective type rates will be available 
afew years hence. Nevertheless, the operating 
experience which the various companies have 
already had and which they have reported to 
your committee forms the basis for the con- 
clusions and observations which follow. These 
points represent the majority opinions. As 
heretofore noted, there are exceptions in al- 
most every case. 

“1. The objective type rate program is not 
a panacea to be applied indiscriminately. 

“2. The first prerequisite is that the man- 
agement and entire company personnel be 
enthusiastic in support of the program. Those 
companies that have had material success with 
the program were enthusiastic over its pros- 
pects from the start, whereas companies that 
have installed the plan involuntarily as the re- 
sult of commission action have shown far less 
successful results. A company’s regular rate 
studies will show what proportion of the 
customers are small users and might be stimu- 


lated by an objective type rate, the extent of 
saturation of major domestic appliances, the 
present rate levels, and the availability of com- 
petitive or substitute services. That is, if 
the majority of customers are already using 
substantial amounts of energy, if appliance 
saturation is high, if rates are relatively low, 
or if low cost natural gas is available, an ob- 
jective type rate will immediately be faced 
with serious barriers to success. 

“3. Under an objective rate program the 
‘immediate’ rate should give some reduction 
from former rates, and the ‘objective’ rate 
should be highly promotional and it should be 
materially lower than the ‘immediate’ sched- 
ule. Unless such a differential between the 
two rates exists, much of the inducement value 
of the plan will be lacking. It follows that in 
territories where residential electric rates are 
already comparatively low an objective rate 
plan is less likely to show outstanding results. 

“4. The principal advantages of objective 
type rates are: 

(a) Rates sufficiently low and promotional 
to stimulate increased consumption by a large 
number of customers have been made available 
immediately without incurring comparable 
losses in revenues. 

(b) Companies have been enabled to meet 
pressure for rate reductions during the de- 
pression. 

(c) Such results as improved customer rela- 
tions and greater customer interest have been 
effected. 

(d) Substantial progress toward greater 
uniformity and simplicity of rate structures 
has been possible in many cases. 

“S. The principal disadvantages of objective 
type rates are: 

(a) Increased complexity of rate structures 
and greater confusion of the customer during 
the tenure of the objective rate plan. 

Increased billing administration and costs. 

(c) Increased costs for the personnel and 
campaign required to make the plan successful 
and to avoid or minimize confusion and mis- 
understanding on the part of customers. 

(d) An element of apparent discrimination, 
which, although it may not constitute unrea- 
sonable discrimination, must be carefully 
handled to avoid unfavorable public relations, 
and it should be minimized by the use of vari- 
ous limits, etc., hereinabove discussed. 

“6. Plans involving the use of objective type 
rates stimulate the sale of major domestic ap- 
pliances, such as ranges, refrigerators, and wa- 
ter heaters. Part of the substantial gains in 
appliance sales reported by the companies 
could have been effected by an immediate rate 
reduction, a promotional rate, and an aggres- 
sive appliance selling campaign without the 
use of an objective rate plan, but the latter 
has, in many cases, been an effective selling 
point. 

“7. Objective type rates increase kilowatt- 
hour sales and reduce revenue per kilowatt 
hour. As a result revenue per customer in 
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most cases has shown little gain or even some 
loss during the first several months of the 
plan. Additional time, possibly two or three 
years, is frequently required to obtain an in- 
crease in revenue per customer. 
“8. Objective type rates bring about little, if 
any, increase in the number of customers.” 
—Excerpt from Report of Committee 
on Public Utility Rates. 


74 NE definite risk to the companies is in- 

herent in the objective rate plan. The 
chance is taken that by the date when the 
lower ‘objective’ rate automatically becomes 
the general rate, a sufficient number of cus- 
tomers will have increased use to the amounts 
necessary to avoid injurious revenue losses. 
This situation has lately been recognized by 
providing that the transition to the lower 
rate is not to be made automatically on 
a given date, but rather at such time 
when average per customer use reaches a 
stated figure or when the transition can be 
made on its merits. While such provisions 
avoid making the transition before revenues 
can withstand the step, they do not entirely 
eliminate the element of risk as the company 
must, in spite of any such reservations, expect 
at some time to make the ‘objective’ rate ef- 
fective for all its customers. If this were not 
the case it would mean either an abandon- 
ment of the objective rate plan with a conse- 
quent rate increase for many customers or the 
continuation of two different rates for the 


e 


same service. While this latter condition can 
be justified as a temporary expedient so that 
the cost of electrical energy will be ultimately 
reduced for all customers, it cannot be justified 
if permitted to continue permanently as jt 
would certainly result in customers having 
identical loads and service conditions paying 
different rates for the same energy. 
“Finally, we have asked whether objective 
type rates were a temporary expedient or a 
lasting contribution to rate making. Sufficient 
operating experience has not been had to pro- 
vide a final answer to this question. The plan 
is still comparatively new and it has been 
applied only during the recovery phase of 
a business cycle. Although an answer to 
the question as to whether equal success 
would be obtained in a period of general 
prosperity or a period of declining economic 
conditions has not been demonstrated and 
while the rising trend of business activity 
during the past three years has undoubtedly 
been a contributing factor in the substantial 
success which many companies reported for 
their objective rate plans, your committee be- 
lieves that concentrated sales efforts with such 
rate plans as a vehicle account for much of the 
gains reported. Some of the statements made 
to your committee held that while objective 
type rates served well as a temporary ex- 
pedient they were also a lasting contribution 
to rate making.” 
—Excerpt from Report of Committee 
on Public Utility Rates. 


On Rate Case Expense 


hl WE sy costs of rate proceedings incurred 
by the commissions are in general met 
by the people subject to taxation. 

“The costs incurred by the utilities in such 
proceedings are met by the ratepayers, since 
no matter how unwarranted the action of the 
utility in opposition may be, its costs are re- 
quired to be permitted to be included in the 
operating costs for which rates must provide. 

“This situation, naturally, gives rise to 
criticism. It encourages wastefully protracted 


e 


contests by utilities. 

“Administrators might well put their minds 
to the problem of letting the costs be borne by 
the holders of the capital stock of a utility 
unwarrantedly contesting, and to preventing 
the shifting of the burden of the costs of such 
contests to the shoulders of the payers of the 
rates.” 

—Frank H. Sommer, 
General Counsel, New Jersey Board 
of Public Utility Commissioners. 


On Reforming the Rate Process 


6¢¢QYANDOR demands the admission that in 
the field of rate regulation the regula- 
tory process moves haltingly; that it creaks 
and squeaks, and threatens to break down. 
“Frankness requires the admission that here 
there is ground for just criticism. 
“The fault, however, is, in fhe main, not 


that of the administrative agencies. The fault 
is that of the yardstick which the courts have 
designed for constitutional measurement of ac- 
tion of such agencies in prescribing just and 
reasonable rates—a yardstick that has ac- 
cordion-like qualities. : 
“That yardstick requires the taking into 
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led a minority of the judiciary to advance 


tion can account of book costs, actual costs, cost to 

SO that reproduce at the time of the inquiry, the prop- ‘prudent investment cost’ as the measure of a 
timately erty used and useful in rendering service, and proper rate base. This measure SSESSES 
justified 4i| other relevant factors.’ It is true that qualities of stability and certainty. It avoids 
y as it the judiciary has declared that no one of these freezing and thawing, contraction and expan- 

having factors has determining weight and that each sion in the basis for rates.” 

paying of them is to be given such weight as the cir- —Frank H. Sommer, 

: cumstances may require in determining the General Counsel, New Jersey Board 
bjective {air value’ of such property. One cannot, of Public Utility Commissioners. 
nt or a nevertheless, on a study of the cases reach a 
afficient conclusion other than that ascertainment of ¢¢€ [ BELIEVE that Federal laws could and 
to pro- reproduction cost is indispensably essential and should be amended so that commission 
he plan that it is the outstanding, and if not ‘deter- rate orders cannot be set aside by the courts 
S been mining’ yet controlling factor. This yardstick on constitutional grounds unless the courts 


lase of which in its application makes it essential that hold at the same time that such rates are 


wer to cost to reproduce be ascertained, requiring the _confiscatory. Such a change in the 
success inventorying — of the units of property and law would require the courts to recognize the 
Zeneral the determining and applying unit prices of rights of consumers and the regulatory bodies 
onomic these units of property, has proved costly to a decision on the merits of the case before 
d and in the extreme and vastly time consuming. the court.” 
ictivity Pe : ee —Crype L. SEAvEY, 
ibtedly “The accordion-like nature of this yard- Associate Member, Federal 
—_ stick and these consequences of its use have Power Commission. 
ed for 
ee be- 
h such =e 
of the 
- made 
“pm On the Success of Regulation 

xX- 
bution of the legislation. This knowledge raised the 


ON long ago the press of the country 
carried first page stories of a World 
Congress at which representatives of national 
departments and bureaus and of local govern- 
ing bodies declared, and proceeded with dis- 
cussion on the basis of, the ‘abject failure’ of 
regulation through state commissions. 

“So far as the press reports show, these 
declarations went unchallenged. If they 
aroused resentment in the members of state ise. 
commissions there present, such resentment bodies. They are administrative agencies. 
remained, apparently, unvoiced. Their functions are not judicial. Their func- 

“I knew that while the high hopes of those tions are administrative. As administrative 
who, more than a quarter of a century ago, agents it is not only the right of the commis- 
fought the fight to secure the general enacting sions, but it is their duty as well, to make 
of state regulatory commission legislation had dignified explanation of action and defend 
fallen short of complete realization, yet that it.” 
regulation through state commissions was not 
an ‘abject failure,’ and that marked progress 
had been made in accomplishing the purposes 


e 


On Transportation Regulation 


question—‘Why this silence in the face of at- 
tack?’ Inquiry disclosed a widespread feeling 
that the work of regulatory commissions was 
judicial in nature and that just as tradition 
requires that members of the judiciary remain 
silent under attack, so members of these com- 
missions should meet criticism with ‘dignified 
silence.’ This feeling rests upon a false prem- 
Regulatory commissions are not judicial 


mittee 


—Frank H. Sommer, 
General Counsel, New Jersey Board 
of Public Utility Commissioners. 


oe is believed that the majority of prob- 


lems arising under the Motor Carrier 
Act are sectional rather than national in scope. 
Employment conditions, wage conditions, op- 
erating conditions, requirements of shippers, 
and competition with other transportation 
agencies are but a few of the problems which 
will differ materially in various parts of the 
country and their treatment must accordingly 
be different. This is secured by administra- 


tion through joint boards and district offices. 
We believe, however, that even greater author- 
ity might be delegated to the various district 
officials even to the extent of permitting them 
to determine questions of policy affecting their 
particular areas. The officials at Washington 
should continue to handle all matters of na- 
tional scope and continue to lend their good 
offices to the attainment of uniformity of regu- 
lation among the states. Every state official 
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knows from long experience that personal 
contact between the regulatory body and mem- 
bers of the industry is essential. Many of the 
regulatory problems are psychological in char- 
acter and the effectiveness of government reg- 
ulation depends in large part upon codperation 
from the industry. Such codperation can best 
be assured by frequent personal and friendly 
contacts between government officials and 
members of the industry. Printed rules and 
regulations, no matter how complete and de- 
tailed, cannot substitute for personal contact. 
It is also hoped that the Interstate Commerce 
Commission will continue to concentrate many 
of its activities at the residences of state regu- 
latory bodies.” 

—Excerpt from Report of the Committee 

on Motor Vehicle Transportation. 


€é NDOUBTEDLY the entrance of the Federal 
government into the field of motor 
transportation regulation is producing a salu- 
tary effect upon the industry. Furthermore 
it is helpful to the state regulatory bodies in 
that it brings under regulation a large number 
of operators who were not subject to state ju- 
risdiction and demoralized intrastate regula- 
tion of their competitors. At the same time 
we cannot be blind to the fact that some op- 
erators are taking advantage of the necesssary 
delay in the enforcement of the Federal act 
and are reaping pecuniary profits from their 
illegal conduct. Participation in illegal opera- 
tions is not confined to large operators. In- 
deed the I.C.C. will find, no doubt, that the 
worst offenders and those who will do the 
most to demoralize regulation will be the hun- 
dreds of small operators who do not, or will 
not, take the trouble to become acquainted 
with the laws and regulations. These opera- 
tors have always caused the state commissions 
the most trouble and we believe that the mere 
entrance of the Federal government into the 
field will not produce any magical changes in 
the intelligence of consciences of such opera- 
tors. 
—Excerpt from Report of the Committee 
on Motor Vehicle Transportation. 


so" "ne recurring receiverships of a num- 
ber of our largest railroads is a matter 
of vital concern to the nation. From the time 
of the first reorganization to the present, there 
have occurred many breakdowns in the finan- 


cial structures of American railroads. It has 
been estimated that since 1870 there have been 
more than 1,000 railroad receiverships, the 
average duration of which has increased 
gradually from approximately two and one- 
half years to more than four years. Whether 
caused by excessive competition, unprofitable 
expansion, over-capitalization, under-mainte- 
nance, unfortunate investments, fraud, inter- 
nal dissension, or decrease of earnings, the re- 


e 


sultant loss to thousands of investors, and 
damage to communities and territories de. 
pendent upon those roads, have been enor- 
mous. The magnitude of this question be- 
comes evident when it is realized that from 
1915 to 1935 there were 31 Class I railroads 
reorganized through court procedure. These 
roads owned 37,187 miles of line and had total 
stated assets of over $3,400,000,000, with a 
total capitalization of $3,071,338,142. Today 
there are 90 railroads, owning 64,981 miles of 
road, and having a total capitalization of 
$5,265,196,705 in receivership or undergoing 
reorganization under § 77 of the Federal 
Bankruptcy Act. This is 26.5 per cent of the 
total mileage and 22.4 per cent of the total 
capitalization of all of our railroads.” 
—Cuartes D. Mauarrir, 
Chairman, Interstate 
Commerce Commission, 


(74 | Sperone summarized, § 77 (Federal Bank- 
ruptcy Act) as originally enacted, pro- 
vided that a railroad company might file in 
the Federal district in which its principal 
operating or executive offices were located, a 
petition stating it was insolvent or unable to 
meet its debts as they:matured, and that it de- 
sired to effect a reorganization. The judge, 
if satisfied that the petition complied with the 
section and was filed in good faith, thereupon 
approved the petition. In his discretion he 
could appoint immediately a temporary trustee 
from a panel designated by the commission. 
After hearing, a permanent trustee was ap- 
pointed. A copy of the petition filed with the 
court also must have been filed with the com- 
mission. Thereafter, upon due notice, a public 
hearing was to be held by the commission at 
which a plan of reorganization might be pre- 
sented by the railroad company, by the trustee, 
and by or on behalf of any group constituting 
not less than 10 per cent in amount of any 
class of creditors or stockholders of the com- 
pany. After the hearing, the commission was 
required to make a report incorporating a 
recommended plan, which might differ from 
any of those filed. That plan, together with 
the report, then was to be submitted to the 
stockholders and creditors of the debtor for 
their acceptance or rejection. The submitted 
plan, provided it was accepted by two thirds 
in amount of each class of creditors and stock- 
holders, then was to be certified by the com- 
mission to the court. The court, after hearing, 
was required to confirm the plan or, if refus- 
ing to do so, to file an opinion stating its rea- 
sons therefor. If the plan was confirmed, 
provisions were made for its consummation. 
Thereafter the debtor was discharged of its 
debts except as provided in the plan.” 
—CHAarRLes D. MABAFFIE, 
Chairman, Interstate | 
Commerce Commission. 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


On Valuation Reforms 


ai recipe for rate fixing which the 
courts have given is one with ingred- 
ents which will not jell. I am convinced that 
the adoption of ‘prudent investment cost’ as the 
measure of the rate base would serve the in- 
terests of utility users and conserve all legiti- 
mate interests of investors. 

“The judicial rejection of ‘prudent invest- 
ment cost’ and the judicial disapproval of the 
attempted use, as a short cut, of indices of 
average prices, give impetus to the movement 
for legislative authorization to put into effect 
by agreement sliding scales of rates. Where 
such authorization is granted the problem is 
not automatically solved, for so long as judi- 
cial position continues unaltered as to the 
necessary use of the yardstick of ‘cost to re- 
produce’ in rate proceedings, the existence of 
that yardstick will serve to confuse and be- 
devil the course of negotiations in fixing the 
rate base which is to constitute the foundation 
of the sliding scale.” 

—Frank H. Sommer, 
General Counsel, New Jersey Board 
of Public Utility Commissioners. 


a b> greater interest centers this year in 
court decisions in litigation centering 
on valuation issues. 

“The two decisions of outstanding interest, 
though they do not carry the authority of our 
highest court are those of the New York Court 
of Appeals of July 8, 1936, in Bronx Gas & 
Electric Co. v. Maltbie, and Yonkers Electric 
Light & Power Co. v. Maltbie, 14 P.U.R. 
(N.S.) 337, upholding orders of the New 
York commission, made under the state’s tem- 
porary rate statute. This statute, it will be 
recalled, provides for fixing of temporary 
rates, furnishing a return of not less than 5 
per cent on original cost, less accrued depre- 
ciation, pending final decision of, and promul- 
gation of permanent rates in, a rate proceed- 
ing. It expressly authorizes the commission in 
prescribing permanent rates to consider the 
effect of the temporary rates. The appellate 
division of the supreme court (244 App. Div. 
475, 8 P.U.R.(N.S.) 474; 245 App. Div. 419, 
12 P.U.R.(N.S.) 26), by a vote of 3 to 2, had 
invalidated orders of the commission issued 
under § 114 of this statute, holding that the 
validity of temporary rates must be tested by 
the same considerations as permanent rates 
and that the burden of curing inadequate tem- 
porary rates could not lawfully be imposed 
upon later and different consumers through 
liberal permanent rates. The court of appeals 
now reverses these decisions and, by a vote of 
6 to 1, sustains the orders. It construes the 
act as compelling the commission, in case tem- 
porary rates prove to have been inadequate, 
to make up the loss to the utility in the per- 
manent rates, and thus construed, the court 
holds the act not unconstitutional. 


“The court of appeals distinguishes between 
a temporary and a final rate. It held that the 
factors—original cost less accrued depreciation 
—provided by the statute to be considered by 
the commission in fixing a temporary rate are 
not all the factors which must be taken into 
consideration in fixing finally a fair return or 
rate, or any rate which has the effect of bein 
final; that it is apparent and conceded that i 
this temporary rate is to be final, or has any 
— of finality, it is unconstitutional and 
void. 

“That the consumers who benefit by inade- 
quate temporary rates may not be wholly iden- 
tical with those who later made up the loss, 
the court considers of minor importance, say- 
ing ‘when we speak of the consumers—the 
customers—we mean the business, not individ- 


uals,’ ” 
—Excerpt from the Report of the 
Committee on Valuation. 


€¢ ADHERENCE to the Supreme Court’s rule 
for determining value, laid down in 
Smyth v. Ames (1898) 169 U. S. 466, 42 L. ed. 
819, and to its decision in West v. Chesapeake 
& P. Teleph. Co. (1935) 295 U. S. 662, 8 
P.U.R.(N.S.) 433, has been noted in various 
lower court decisions during the year. In the 
Conowingo Power Case an order by the 
Maryland commission (10 P.U.R.(N.S.) 353) 
was enjoined in a decision filed by the state 
court, December 20, 1935. No opinion accom- 
panied the decision, but the court apparently 
rejected the order because of the use of price 
indices with the defects of those employed and 
condemned in the West Case. In its Southern 
Bell Telephone Case, the Louisiana commis- 
sion was enjoined by the state court from en- 
forcing an order voladian rates on the ground 
that the valuation, based on price indices to the 
exclusion of other relevant facts, was in viola- 
tion of due process. In California the Federal 
District Court (13 F. Supp. 931, 13 P.U.R. 
(N.S.) 520) enjoined a rate order of the 
railroad commission holding that due process 
had been denied in that in fixing rates the 
commission had relied solely on historical cost 
though evidence as to reproduction cost was 
offered. The courts are demanding that due 
process be not curtailed; that valuation be de- 
termined by consideration of all relative mat- 
ters of record giving to each its appropriate 
weight; and continue to criticize the use of 
price indices unless shown to be applicable to, 
and representative of, price changes in the 
particular kind of property under considera- 

tion.” 
—Excerrt from the Report of the 

Committee on Valuation. 


<4  G fpvcne original cost as used by the Cali- 
fornia Railroad Commission as the 
basis for rate valuation, utilities operating in 
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that state have prospered for many years. 
: . They have been able to finance easily 
and adequately, have operated on low rates 
to consumers, have built strong reserves, and 
have given good service. During all that peri- 
od, with the exception of two or three in- 
stances, the California utilities have .ac- 
quiesced in the historical cost method; they 
would not have done so if their properties 
were being confiscated.” 
—C type L. SEAveEy, 
Associate Member, Federal 
Power Commission. 


ett B- Supreme Court’s insistence on the 
use of reproduction cost as a method 
of valuing a utility property made valuation 
too costly for most regulatory bodies. 

“We all want to simplify regulation, reduce 
its cost, and make rate adjustment effective 
as speedily as possible. Experience shows us 
none of these objectives can be assured if we 
must follow the legislative standards that ap- 
pear now to be required by the Supreme 
Court. 

“That court has determined that a fair re- 
turn to the utility must be based on the fair 
value of the property. But it has indicated 
that the predominant criterion of determining 
fair value is the ‘reproduction cost, new.’ This 
makes the determination of fair value ex- 
tremely costly and beyond the means of most 
regulatory bodies to carry forward in any ade- 
quate way. It also requires a long time, while 
regulation, to be of proper value, must be 
comparatively immediate and certain. . . . 

“The use of historical, or original, cost is 
the more accurate method, and it not only rep- 
resents definitely the investment in the proper- 
ty but is simple, inexpensive, and expeditious.” 

—Crype L. SEAvEY, 
Associate Member, Federal 
Power Commission. 


T 4 HE recording of original cost will tend 
to disclose write-ups where they occur. 

“If the original owner of a utility plant who 
had built it up from the beginning were to 
suddenly decide that his fixed capital was on 
his books at too low a figure and should con- 
clude to write it up 50 per cent, increasing his 
rates accordingly, he would have trouble with 


whatever regulatory agency had _ supervision 
over his rates. He could not raise his rates 
by the simple device of altering his fixed cap. 
ital records. i 

“It naturally follows that what could not be 
done directly should not be done by the equal. 
ly simple device of transferring the title of his 
property to another. 

“Transfer of title does not increase or 
diminish the value of fixed capital. If the 
purchaser of utility property pays more for the 
same than its book cost as shown by the books 
of his vendor, or pays more than the original 
cost of such property and thinks that the fair 
value of the property is higher than these 
costs, he may apply to the commission having 
jurisdiction, which will then conduct a hearing 
at which the fair value of the property will 
be determined. He should not, however, be 
permitted to alter his rate base merely because 
he has paid a certain price for the property. 
Both the original cost and the purchase price 
are facts which should be recorded on the 
books. 

“The use of original cost will result in 
greater uniformity of plant records than exist 
at the present time. Utilities today have prop- 
erty recorded in the detailed prescribed ac- 
counts at the original cost, the reproduction 
cost, and the cost to the company. It appears 
that some have another kind of cost recorded 
in their accounts. Recently, in connection with 
a formal case, one of our utilities presented 
exhibits setting forth its property on the basis 
of what it terms ‘Cost to the Company.’ This 
did not agree with the accounts at all, due to 
the fact that the company went back for twen- 
ty or more years and added additional 
amounts to its property account, claiming that 
in the early period articles which should have 
been considered as overheads on construction 
had been charged to operating expenses, but 
that nevertheless they should’ have been in- 
cluded as a part of its investment in the prop- 
erty. The original cost principle of plant ac- 
counting prevents the inclusion in physical 
property accounts of going value, water-power 
value, and other intangibles which might not 
be so favorably labeled.” 

—Frep S. Hunt, 
Commissioner, Public Service 
Commission of Wisconsin. 





Notes on Recent Publications 


A Poxitician Unarraip. George W. Norris, 
Senator from Nebraska. By Richard Neu- 
berger. Harpers Magazine. October, 1936. 
(Article, among other things, states Mr. 
Norris’ position on power issue.) 


Is Ir Sare TO Fry? By Marquis W. Childs. 
Harpers Magazine. October, 1936. (Plea 
for regulation of air transport industry.) 


Tue Patu to Prosperity. By Gilbert M. 
Tucker. Price $2.50. 

This book presents a discussion of some 
angles of the taxation of chain stores which 
merit attention. The book is by an im- 
partial and disinterested student of taxation, 
who holds no brief for chain stores. He 
advances argument for justice, with no dis- 
crimination for or against any group. 
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The March of Events 





State Commissioners 
Convention 


HE Forty-eighth Annual Convention of the 

National Association of Railroad and 
Utilities Commissioners assembled on Novem- 
ber 10th in Atlantic City, N. J. Following 
preliminary addresses of welcome and re- 
sponses thereto, participated in by Governor 
Harold G. Hoffman of New Jersey, Mayor 
Charles D. White of Atlantic City, Harry 
Bacharach, president of the New Jersey com- 
mission, Frank P. Morgan of Alabama, and 
Thomas E. McKay of Utah, past president 
and present president, respectively, of the 
association, the state commissioners listened 
to a review of the work of the association 
for the past year by the association’s solicitor, 
John E. Benton of Washington, D. C., and 
then settled right down to the serious work 
of the convention. 

The afternoon of the first day was devoted 
to an address by Dean Frank H. Sommer 
of the New York University Law School, 
who deplored accusations made about the fu- 
ture of commission regulation and advocated 
certain regulatory reforms, including the re- 
quirement that rate case expense should be 
charged to earnings instead of the operating 
expenses of litigating utilities. The topic for 
the session was the proposed revised uniform 
system of accounts for electric utilities and 
bus carriers. The report of the executive 
committee on statistics was given by E. W. 
Morehouse of the research division of the 
Wisconsin commission. Commissioners Fred 
S. Hunt of Wisconsin, Francis J. Duchelle 
of Connecticut, Charles C. Drummond of 
Virginia, and H. Lee of Alabama par- 
ticipated in the ensuing discussions on ac- 
counting matters. 

By resolution, the association admitted mem- 
bers of the Federal Securities and Exchange 
Commission. 

The morning session of the second day, 
Chairman Charles D. Mahaffie of the Inter- 
state Commerce Commission made a personal 
address describing the steps taken by his com- 
mission to reorganize the 44 railroads placed 
under its jurisdiction by Congress. Commis- 
sioners William M. Smith of Michigan, M. J. 
Foley of Wyoming, Frank W. Matson of 
Minnesota, Andrew Olson of Illinois, and 
Director John L. Rogers of the Bureau of 
Motor Carriers of the Interstate Commerce 
Commission, joined the discussion which de- 
veloped on transportation matters in general. 
This discussion occupied also the afternoon 
session of the second day, at which time the 


report of the committee on motor vehicle 
transportation was presented by Ferd 
Schaaf of Washington, and the report of the 
committee on railroad grade crossing elim- 
ination was made by Commissioner C. W. 
McDonnell of North Dakota. 

The high light of the third day’s session, 
which was given over in the morning to the 
discussion of electric utilities, and in the after- 
noon to commission regulation in general, was 
the spirited discussion led by Federal Power 
Commissioner Clyde L. Seavey, who was 
formerly a member of the California Railroad 
Commission. He declared that the Supreme 
Court’s insistence in using reproduction cost 
as a method of valuing utility properties made 
valuation too costly for most regulatory bodies. 
Commissioner Seavey urged the use of his- 
torical or original cost, not only as a more 
accurate method, but a simpler and less ex- 
pensive one to use. . 

The report of the committee on valuation 
made at the same session at which Mr. Seavey 
spoke, quoted a minority opinion by Supreme 
Court Justice Brandeis on the St. Joseph 
Stock Yards Case, to the effect that regula- 
tion cannot be effective unless the legality of 
rates prescribed can be determined with rea- 
sonable promptness. The committee stressed 
the importance of the Bronx Gas and Electric 
Case in which the New York Court of Appeals 
recently upheld a New York statute author- 
izing the commission of that state to fix rates 
temporarily pending the outcome of more ex- 
tended deliberation. 

Another committee report read at this ses- 
sion was that of the committee on utility 
rates under the chairmanship of James M. 
Slattery of Illinois. This report discussed at 
length the “objective type” of rates now being 
tried in various parts of the country. 

During the afternoon session of the third 
day there was presented a report of the special 
committee on the progress of public utility 
regulation under the chairmanship of Paul J. 
Raver of the research division of the Illinois 
commission. This report listed the savings 
to consumers through commission regulation 
in the states during the last three years as 
$177,798,059. Of this total $96,199,277 was in 
electric rates and $24,479,943 in gas rates. 

At a dinner of the association following the 
sessions of the third day, former Governor 
Edward Stokes of New Jersey defended utility 
and railroad management as “the most mis- 
represented and abused groups in public life 
except the bankers.” He declared that that 
government prospers most which leaves un- 
fettered the business and industrial actions 
of the people. 
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The final day of the convention was given 
over chiefly to the discussion of regulation 
of telephone companies. The subject was 
divided into three parts: (1) “The Conduct 
of a Telephone Rate Case,” presided over by 
Chairman Perry McCart of the Indiana com- 
mission, assisted by Wade O. Martin, chair- 
man of the Louisiana commission; (2) “What 
Action, If Any, Should the Federal Communi- 
cations Commission Take with Respect to 
Depreciation?” presided over by E. J. Hopple, 
chairman of the Ohio commission, assisted by 
Commissioner William H. Barry of New 
Hampshire; (3) “What Classes of Telephone 
Companies Are Subject to the Jurisdiction 
of the Federal Communications Commission?” 
presided over by C. J. Goodnough, chairman 
of the Pennsylvania commission, assisted by 
Commissioner Floyd L. Bollen of Nebraska. 

Among other committee reports filed dur- 
ing the sessions was the report of the com- 
mittee on codperation between Federal and 
state commissions and the report of the com- 
mittee on safety of operations. 

Thomas E. McKay, member of the Utah 
Public Service Commission, was reélected 
president of the organization. Alexander M. 
Mahood of West Virginia was reélected first 
vice president, and Nelson Lee Smith of New 
Hampshire second vice president. Clyde S. 
Bailey of Washington was reappointed secre- 
tary. Mr. Bailey will continue his duties as 
assistant solicitor general of the association. 

The 1937 convention of the association will 
be held in Salt Lake City, Utah. 


Loans Fight to High Court 


HE battle between the administration and 

power companies reached the Supreme 
Court on November 10th in arguments over 
validity of PWA loans and grants to mu- 
nicipalities for the establishment of publicly 
owned power plants and distributing systems. 
The suit of the Duke Power Company to 
block such loans was expected to provide a 
vital test of the administration’s program for 
cheaper electricity. Many loans and grants 
were being held up pending court decision. 

The Duke Company, which has a franchise 
to furnish light and power in Greenwood 
county, South Carolina, brought suit to en- 
join PWA Administrator Ickes and Green- 
wood county from going through with an 
agreement whereby PWA funds would be ad- 
vanced for construction of a $2,852,000 hydro- 
electric power ot at Buzzard Roost on the 
Saluda river. The company charged the loan 
and grant was a part of a policy of coercion 
of private utilities to compel them to reduce 
their rates. 

The controversy was expected to hinge on 
whether the government is invading the rights 
of the state in assisting municipalities and oth- 
er political subdivisions in establishment of 
publicly owned power and light systems. 


Bell Liberalizes Pension Plan 


HE Bell system comprising the parent 

company, American Telephone and Tele. 
graph Company, Western Electric Company, 
and 24 operating companies with affiliates, lag 
month notified the 270,000 employees involved 
that while complying with the provisions of the 
Social Security Act, the system would main. 
tain the company-financed retirement plan, 
Liberalization of the present plan was indicat. 
ed with the statement that should the Social 
Security Act remain in force until 1942, em. 
ployees would receive full benefit of the com- 
pany plan and one half of the Federal goy. 
ernment pension. 

The original plan provided that any goy- 
ernment pension would be deducted from the 
amount due under the privately financed plan. 
Bell system maintains the largest pension 
plan of any private organization, with pension 
fund approximating $195,000,000. 


See Television Show 


EW York’s first television performance of 

a complete program planned for enter- 
tainment value as well as a demonstration of 
progress in the art of telecasting was flashed 
across Manhattan on November 6th. The 
show, staged in the television studio of the 
National Broadcasting Company at Radio 
City, was broadcast from the 10-kilowatt 6- 
meter transmitter atop the Empire State build- 


ing. 

More than 200 guests watched the perform- 
ance in a “theater” room on the 62nd floor 
of the skyscraper in Rockefeller Center. They 
saw the show as reproduced by fifteen of the 
latest television receivers lined up in a dark- 
ened room, the walls of which were draped in 
black. The greenish-hued pictures measured 
74 by 12 inches. 


Raps Traffic Industry 


Hw. G. Moulton, president of the Brook- 
ings Institution, a privately endowed re- 
search organization, last month said that the 
transportation industry “is not performing its 
service effectively and is tending to impede 
rather than promote rapid economic progress.” 
This situation, he added, speaking before a 
joint dinner of the Association of American 
Railroads and the Railway Business Associa- 
tion in New York, has resulted from “con- 
fused and uncodrdinated policies” leading to 
creation of excessive transportation facilities. 

He said an effort should be made to solve 
transportation problems under a system of 
private ownership and operation. He also 
stated that there did not appear to be any 
good reason for believing that government 
ownership and operation would eliminate pres- 
ent “basic problems.” 
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THE MARCH OF EVENTS 


Arizona 


Pays Part of Taxes 


HE Phoenix board of supervisors and the 
Central Arizona Light and Power Com- 

y entered into a stipulation recently where- 
by the utility would pay $106,692.12 in current 
sate and county taxes. The company has a 
git pending in Federal court charging the 
full current tax assessment on its properties 
is illegal and that the full assessment should 
be only $213,384.24. 

Under the stipulation, the utility is to pay 
the frst half instalment of what it concedes to 
be due the county, the county accepting that 
sum with the understanding it will waive no 
rights in the court action. 


Sets Date for Rate 
Investigation Hearing 


ae on the state corporation com- 
mission’s investigation of rates charged 
by the Tucson Gas, Electric Light and Power 
Company will be held by the commission in 
Tucson on December 7th, according to recent 
reports. 

The hearing was originally scheduled for 
late in October, but was postponed at re- 
quest of the Tucson Merchants Association 
and Tucson city officials for the purpose of 
allowing further study of the reports made 
by the rate engineers. 


California 


Refuses Power System Sale 


W C. MULLENDORE, vice president of the 
e Southern California Edison Company, 
on October 31st announced his company would 
not sell the electric distribution system to 
Tulare. The official said the company was, in 
effect, a codperative community institution 
owned by the public, and that it was not in 
the interest of its patrons to sell the system 
to the city. 


Study Power Plan 


ITTING as a committee of the whole, the San 

Francisco board of supervisors on Novem- 
ber 5th began a study of plan seven, a 
$43,000,000 scheme for purchase by the city 
of the local Pacific Gas and Electric system 
for distribution of Hetch Hetchy hydroelectric 
power. 

In recommending the plan, Utilities Mana- 
ger E. G. Cahill told the board that it would 
pay all operation, maintenance, and interest 
on outstanding bonds on the power distribu- 
tion system, and would then pay off and re- 
tire bonds in the amount of $1,748,000 a year. 
He said it would also pay into the depreciation 
reserve fund $1,260,000 a year. 

After all that, he said, it would produce a 
surplus revenue of more than $4,000,000 per 
year, and in addition reduce power rates to 
San Francisco consumers $1,721,000 a year. 


Plans Lighting Payment 


Pavuenr by the city of Los Angeles of half 
the entire ornamental street lighting bill in 
the city, which totals $1,500,000, according to 
the street lighting engineer was planned for 
1937-38 by the city council which adopted 


such a recommendation by its finance com- 
mittee recently. 

The plan, however, was reported contingent 
on the adoption at the proposed December 
8th special election of the amendment provid- 
ing for acquisition by the department of wa- 
ter and power of the Los Angeles Gas and 
Electric Corporation’s electric system and 
granting 35-year franchises to the gas com- 
panies. 

Under the agreement between the city and 
the company’s settlement of gas franchise 
suits by adoption of the amendment would 
mean a payment of $505,000 to the city for 
past use of streets for gas services. 


Files Rate Schedule 


HE Pacific Telephone and Telegraph Com- 

pany on October 30th filed reduced long- 
distance rate schedules with the state rail- 
road commission, affecting intrastate rates. 
N. R. Powley, president of the company, said 
the reduced intrastate rates and other reduc- 
tions on interstate rates, to be filed with the 
Federal Communications Commission, would 
save the company’s customers about $550,000 
a year. 

In the new set-up night tolls bear a lower 
rate from 7 Pp. M. to 4:30 A. m. daily and all 
day Sunday. This substituted a two-charge, 
or day and night toll schedules, for the 3- 
rate system, with day, evening, and night tolls. 


Voluntarily Reduces Rates 


Var rate reductions by the San 
Diego Consolidated Gas and Electric Com- 
pany totaling $120,396 a year were approved 
recently by the state railroad commission, ef- 
fective November 16th. Commercial lighting 


783 





PUBLIC UTILITIES FORTNIGHTLY 


was the chief classification affected, although 
private consumers also were expected to bene- 
fit in gas and electric bills. It was estimated 
general service gas rates would be reduced 
$20,578 a year. 

The reduction in commercial lighting in the 
cities of San Diego, Chula Vista, Coronado, 
El Cajon, Escondido, La Mesa, National City, 
Oceanside, and San Clemente amounted to ap- 


proximately $57,655. Commercial lighting jin 
other unincorporated territory was reduced 


739. 

General residential electric service for in. 
corporated cities was reduced $30,762, and for 
the unincorporated territories approximately 


. Other small reductions in special classifica- 
tions were said to amount to $3,106, 


Florida 


City Loses Phone Fight 


IAMI on November 5th lost its fight 

against an injunction obtained by a re- 
puted racing information bookie service opera- 
tor, which prevented city police from seizing 
telephones in his establishment. Circuit Judge 
Jefferson B. Browne handed down a decision 
sustaining the operator’s temporary injunc- 
tion at Key West, it was reported. 

City Solicitor Abe Aronovitz, upon being 
informed of the ruling, declared that the 
case would be appealed to the state supreme 
court. 

Judge Browne ruled a telephone is not a 
gambling device, that the operator was not 
under arrest charged with violating any mu- 
nicipal ordinance, that the city’s contention it 
wants to seize telephones to use as evidence in 
some subsequent case was untenable, and that 
even if a criminal case were pending against 
the operator, the presence of telephones would 
not be necessary or even helpful in support 


of testimony they were being used to receive 
racing information for bookmakers. 


To Appeal Rate Case 


g by Florida Power and Light Company in 
a formal statement by Will M. Preston, 
acting head of the company’s legal depart- 
ment and attorney of record in the rate case, 
recently announced it would appeal from the 
decision of Federal Judge William H. Barrett, 
dismissing the company’s Miami electric rate 
injunction suit. Mr. Preston after reading 
the court’s decision said the company had no 
alternative but to appeal the case. 

The company’s decision to appeal held up 
payment of more than $2,000,000 held in es- 
crow by the company for rebates should the 
city win the case. Sidney S. Hoehl, special at- 
torney for the city, said he believed the court's 
decision was sound in every respect and that 
there was no danger of its being reversed on 
appeal. 


Illinois 


Power Users Sue Utility 


IFTY-EIGHT large users of power in Chicago 

recently brought suit against the Common- 
wealth Edison Company for $8,000,000. Filed 
in superior court, the bill sought the return 
of $6,000,000 in alleged overcharges and 
$2,000,000 in damages “for the sake of ex- 
ample and punishment.” The complainants in- 
cluded industrial firms, hotels, and laundries. 

It was asserted that the Edison Company 
“buried” a charge of 14 mills per kilowatt 
hour as a lamp service charge on power bills, 
when the fact was they use no lamps on their 
power circuits. It was alleged that light bulbs 
were used on a separate circuit, and that no 
lamp service charge was made because the 
companies furnish their own bulbs. 

Attorney Shepard Andalman, who filed the 
bill, said negotiations had been in progress for 
four years but that the complainants had “got- 
ten nowhere.” He said the companies were 


forced to pay the bills presented or have their 
electric service cut off. 

The alleged overcharge of $6,000,000, which 
the complainants seek to recover, covers only 
the period since October 30, 1931. Although 
the overcharges were said to extend back to 
1924, the earlier years were outlawed by the 
5-year statute of limitations. 


Voids Tax on “Industrial” 
Phones 


HE Illinois Supreme Court recently ruled 
that the Illinois Bell Telephone Company 
need not pay the state 3 per cent public util- 
ities tax on revenues derived from its “indus- 
trial” business, but like utilities furnishing 
electric, gas, and water service, was required 
to pay only on its commercial and domestic 
revenues. 
The court reversed a decree of the Sanga- 
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mon county circuit court, which had dis- 
missed the company’s suit to enjoin the state 
from collecting $2,000,000 in taxes which 
have been paid into escrow pending outcome 
of the suit. The court did not pass on the 
constitutionality of the act, a question which 
had previously been taken under consideration 
in another proceeding. 

It was not immediately determined how 
much of the tax money paid into escrow by 
the telephone company would be returned to 
it The next step, it was said, was to arrive 
at.a definition of “industrial” business as dis- 
tinguished from commercial and domestic, as 
there was not the same clear distinction as in 
the case of a water or power utility. 


A Stay of a Stay of a Stay 


HE first district of the appellate court 
on November 7th issued a writ of super- 
sedeas blocking the 16 per cent rate increase, 
affecting 800,000 Chicago consumers, put into 
effect October 24th by the Peoples Gas Light 
and Coke Company throughout its operating 
territory. 
The writ, issued by Justices David F. 
Matcheet, William H. McCurely, and John M. 
O’Connor, stayed at once an injunction issued 
October 23rd by Circuit Judge Stanley H. 
Klarkowski which restrained the Illinois Com- 
merce Commission from interfering with the 
rate increase. 


Indiana 


Announces REA Grant 


fae Rural Electrification Administration 
recently announced that $200,000 had been 
granted to the utilities district of western In- 
diana (Bloomfield), to build about 200 miles 
of line to serve 1,579 customers in Greene, 
Martin, Owens, Clay, and Sullivan counties. 


To Buy RA Units 


RANSFER of the Decatur homestead project 
from government to private ownership 


was announced by the Indianapolis regional 
offices of the Resettlement Administration on 
Novembe.’ 5th. The Decatur project was said 
to be the first of three such projects in that 
region to be transferred to private ownership. 

Under the direction of the newly organized 
Decatur Homesteads Association, occupants 
of the 48 homes which comprise the project 
have worked out a system enabling them to 
buy their own homes, it was believed. Month- 
ly payments will average about $30.67 over a 
period of forty years for each of the forty- 
eight families in the project. No down pay- 
ment is required. 


Kentucky 


officials had said that practically the entire 
state of Kentucky was within an area which 
possibly could be served by TVA. 

Seven Kentucky towns, Middlesboro, Glas- 


Files Tax Suit 


4 for approximately $25,000 for taxes 
for the last five years was filed Novem- 
ber 6th in the county clerk’s office by the city 
of Bowling Green through Mayor B. S. 
Rutherford against the Kentucky-Tennessee 
Light & Power Company. 

The plaintiff charged “property having a 
cash value of $1,320,000 was wholly omitted 
from assessment for franchise taxation due to 
the failure. of the defendant to disclose and 
make a true and accurate report of the 
amounts charged to depreciation in reports 
filed with the auditor of public accounts.” 


Towns Confer on TVA 


TT aty-rour officials of twelve Kentucky 
cities conferred with Tennessee Valley 
Authority officials at Knoxville recently on 
the possibility of getting TVA power in Ken- 
tucky. Roy H. Owsley, field consultant of the 
Kentucky Municipal League, said that TVA 


gow, Williamstown, Wilmore, Grayson, 
Louisa, and Scottsville, voted on November 
3rd on the question of issuing revenue bonds 
for municipal power plants. The principal 
objective of the trip to Knoxville was said to 
be an effort to find out if the cities would be 
able to get TVA power in case bonds were 
voted, or whether they would have to build 
their own distribution systems. The delega- 
tion was headed by Mayor Neville Miller of 
Louisville, president of the Kentucky Munici- 
pal League. 

Election returns showed that five of the 
seven towns voting favored municipal util- 
ity plants, two rejecting proposals for bond 
issues. Middlesboro authorized a $175,000 
bond issue for a distributing system to use 
TVA power; Glasgow voted 1,002 to 798 to 
authorize issuance of $200,000 in revenue 
bonds for construction of an electric power 
plant. The Kentucky Utilities Company fran- 
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chise expired November 26th; Williamstown Wilmore turned down, 292 to 126, a pro. 
endorsed, 522 to 50, a proposal to construct a posal to issue revenue bonds of $75,000 for a 
municipal power plant to serve the city and municipal power plant. Louisa rejected pro. 
sections of Grant county. posals for power and water plants, 


* 
Massachusetts 


H with the state department of public utilities 
Reduces Electric Rates by the Reading municipal light department 


OUSEHOLDERS who use more than 200 kilo- The reduction, which became effective No. 

watt hours of electricity received a re- vember 2nd, also included domestic customers 
duction of one-half cent per kilowatt hour, in Wilmington and Lynnfield Center, it is re. 
according to a rate schedule recently filed ported. 


ee 
Minnesota 


Light Company at Brainerd received $240,000 
Get REA Funds to build about 210 miles of line to serve 65) 
wo Minnesota rural electrification proj- customers in Crow Wing and Morrison coun- 
ects were allotted $415,000 by the Fed- ties. The Freeborn Codperative Light and 
eral government recently, according to press Power Company at .Albert Lea was granted 
reports. $175,000 to build 179 miles of line serving 502 
The Crow Wing Codperative Power and customers in Mower and Freeborn counties, 


> 


Nebraska 


i be obtained from a bonding company and 
Must Match PWA Gift which would be paid off with income from te 


D* G. M. Welch, president of the McCook light plant. Dr. Welch said no taxes would 
public power district recently stated that be levied on bonds issued against the city. 
approval at an election of a franchise from The rates charged to the consumers would be 
the city for construction of a light plant just enough to retire the bonds and pay the 
would be necessary before a $101,300 PWA _ running expenses of the plant. 
grant, announced in Washington, would be The district had asked for $143,000, Dr. 
available to help finance the project. Weich said, “but the grant of $101,300 will 
The city, he said, would be required to be accepted.” It is a direct grant or gift to 
supplement the grant with about $360,000 to the city. 


> 


New York 


ger applications. The action, the statement 
Votes Check on Mergers said, was induced by the submission of several 


pms utility companies desiring to con- merger plans involving such groups as the 
solidate their operating units will be re- Consolidated Edison Company System, the 


gives to make an affirmative showing that Niagara Hudson Power y aie and the As- 
t 


e proposed mergers will not handicap pub- sociated Gas and Electric Company system. 
lic regulation, the state public service com- Commending the avowed purpose of 
mission announced November 11th. utilities to simplify corporate structures, and 

In a statement approved by unanimous vote thus effect economies to be passed on to con- 
of Chairman Milo R. Maltbie and Commis-  sumers, the commission nevertheless voiced its 
sioners Brewster, Burritt, Lunn, and Van _ belief that the fundamental question wa 
Namee, the commission prescribed a set of whether “the companies or systems resulting 
rules with which such companies must comply from mergers will facilitate or hinder effec: 
if they expect favorable action on pending mer-__ tive regulation.” 
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North Carolina 


Files Rate Reduction 


ate reductions to effect an annual saving 
R to users of $1,100,000 in the two Caro- 
linas were filed by the Duke Power Company 
with the state public utilities commission re- 
cently, effective November Ist. It was es- 
timated that North Carolina customers would 
save $733,000 a year as a result of the reduc- 


tion. 


The second reduction in Duke rates since 
May 1, 1935, came as a result of negotiations 
between Commissioner Stanley Winborne and 
utility officials following profits made by 
increasing business. 

The latest reduction was also said to be 
the result of reduced costs effected by the 
merging of the Duke Power Company and 
its subsidiary, the Southern Public Utilities 
Company. 


Ohio 


Power Project Idle 


HE more than 400 miles of transmission 

lines erected in the half-million-dollar 
Champaign county rural electrification project 
were reported standing idle last month pend- 
ing decision by the Federal REA on _ the 
source of power to supply the local project, 
according to officials. 

Construction work was said to be complete 
with the exception of approximately 60 miles 
of “lanes.” It was planned to send the cur- 
rent over the lines two months ago. 


Denies Injunction Plea 


HE Ohio Fuel Gas Company on November 
2nd lost its injunction proceeding to pre- 
vent the city of Columbus from taking any 
action to prevent it from increasing the gas 
rate to customers of the old Federal Gas and 
Fuel Company from 48 cents to 55 cents per 
thousand cubic feet. 
The Ohio Company, as successor to the 
Federal Company, gave notice to the city that 


it intended to increase the rate of 20,000 con- 
sumers of the old Federal Company and the 
city filed a protest with the state public util- 
ities commission. The gas company then filed 
injunction proceedings to prevent the city 
from interfering with the proposed increase. 

County Judge Robert P. Duncan in his 
decision sustaining a demurrer of the city 
to the gas company’s petition, held, in sub- 
stance, that an application for a temporary 
restraining order had to be preliminary to 
some action which the court might eventually 
take, and that there was no legal authority 
for such a restraining order in the petition 
in which the gas company found itself. 


Offers Free Electricity 


A “CHRISTMAS gift” dividend of three months’ 
free electricity was promised all custom- 
ers of the municipal electric light plant of 
Martins Ferry on November 9th. Free cur- 
rent was the only way the city council could 
see to dispose of $250,000 profit from the light 
and water plants, according to recent press re- 
ports. 


Oklahoma 


said he believed the company was entitled to 
get enough return in profitable cities to com- 
pensate partly for “the losses it is sustaining 


Phone Rates Cut 


Tez rates of the Southwestern Bell 
Telephone Company in Oklahoma City 
were cut $120,774 a year by the state corpo- 
tation commission on November 4th. The 
company, which plans an appeal, must post 
bond with the state supreme court to provide 
tebates to subscribers in event the commission 
order is sustained. 

Jack Walton, member of the commission, 


in more than 100 cities in the state.” Com- 
missioner Walton did not participate in is- 
suance of the order. 

The new rates, which were effective on the 
company’s next monthly billing, are as fol- 
lows: one-party business $7; one-party resi- 
dence $3; two-party residence $2.25; four-par- 
ty residence $2; hand-set differential 15 cents. 
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Pennsylvania 


Plant Wins Third Time 


pe mata approved a municipal power 
plant proposal in a vote held on November 
3r On two previous occasions Fleetwood 
voters registered their approval of the project 
at special elections. Each time, however, the 
borough was prevented from going ahead with 
the plans through taxpayers’ suits which re- 
sulted in the elections being declared void on 
technical points. 


Bus Compromise Proposal 


15-cent bus fare was the Pittsburgh Mo- 

tor Coach Company’s long-awaited com- 
promise bus fare proposal presented to the 
city on November 9th. The company pro- 
posed: (1) reduction of minimum fare on 
“all regular 25-cent routes” to 15 cents; (2) 
seven tickets for $1; (3) fifteen tickets for 
$2; (4) offer to operate the motor coach com- 
pany by the Pittsburgh Railways Company; 
(5) announcement of a new traction agree- 
ment to submit to the city council. 

If accepted the agreement would mean that 
Pittsburgh bus riders will receive more than a 
10-cent reduction on each ride, provided they 
purchase tickets in blocks of 7 or 15, it was 
said. The bus company prefaced its compro- 
mise offer, presented at a meeting of the city 
council, Mayor Scully and Public Service 
Commissioner Thomas C. Buchanan, with the 
following statement: 

“We believe a continuance of the pending 
bus litigation which might be drawn out 
through appeals to the courts for a number 
of years, will delay the solution of this broad 
transportation problem and that in the end 
the result will not be satisfactory either to the 
public or to ourselves.” 


Commission Accepts 
Governor’s Plan 


HE state public service commission on 
November 9th withdrew its representative 


from meetings of the Pennsylvania Joint Com. 
mittee on Rural Electrification. The action 
was taken in compliance with the request 
Governor Earle, the commission said in , 
statement. 

The governor contended recently that th 
joint committee was in the control of the 
electric power and light companies, whose rep. 
resentatives served with representatives oj 
agricultural organizations. The commission 
in the past has been represented at thes 
meetings by a commissioner who did not vote 
and attended only as an observer. His func. 
tion was to advise the commission of differ. 
ences between the two groups and of the 
progress being made in rural electrification 

The commission said it would continue to 
codperate with any rural group or individual 
interested in the extension of rural electrifica. 
tion or in better service and lower rates, and 
would welcome advice or suggestions from the 
representatives of any farm group or any in- 
dividual living in rural territory whether or 
not they happen to be representatives of the 
farm group on the joint committee. 


Refuses to Make New Offer 


HE Edison Light and Power Company last 

month told the state public service com- 
mission that it could not submit another vol- 
untary rate reduction offer “at the present 
time.” The commission already had rejected 
two offers to reduce the rates, contending the 
utility would still be making 8 per cent. The 
commission several years ago fixed 6 per cent 
as a “fair return.” 

Commissioner Stahlnecker asked for an 
“amicable agreement” to eliminate long hear- 
ings and save money for the company, the 
consumers, and the commonwealth, S. 6. 
Miller, assistant counsel for the state com- 
mission, contended that despite previous re- 
ductions totaling $178,000 a year, the com- 
pany continues to make more than 6 per cent 
on its investment, and sought to prove that 
the utility’s income jumped by 12 per cent 
in the first six months of this year alone. 


South Carolina 


Grants Request 


= state public service commission last 
month authorized the Duke Power Com- 
pany to supply electricity to Antreville and 
surrounding territory in Abbeville county. 
The action followed a hearing at which the 
Duke Company applied for a certificate for- 
merly held by the Abbeville Light and Power 


Company. The Abbeville firm relinquished 
the certificate with a proviso that it woul 
not affect its right to complete a dam a 
Rocky river and furnish Abbeville electricity. 


Natural Gas Conference 


FFICIALS of six South Carolina towns wert 
invited to attend the natural gas confer- 
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ence which was held in Columbia on Novem- 
ber 12th. Towns invited to send representa- 
tives to the conference were: Johnston, Edge- 
feld, Trenton, Ward, Ridge Spring, and 


Monetta. . Pe 
Representatives from several Georgia cities 


and towns were also expected to attend, it 
is reported. 

There are no natural gas fields near Colum- 
bia but Mayor L. B. Owens hoped that a plan 
could be worked out to pipe gas to the city and 
various communities interested. 


Tennessee 


Upholds Utilities’ Right 


Li disputed right of 19 southern power 
companies to make a mass attack on the 
whole Tennessee Valley Authority power pro- 
gram won approval of Federal district court 
on November 7th. Acting in a case brought 
by the utilities to test the constitutionality of 
the program, Judge John J. Gore overruled a 
motion by TVA counsel for dismissal of the 


suit. 

The TVA claimed, among other grounds for 
dismissal, that some of the 19 power companies 
have not been affected by the Authority’s vast 
hydroelectric developments on the Tennessee 
river. Judge Gore, however, held that while 
the utilities may be interested in the outcome 
of the case “in varying degrees,” all were 
seeking the same relief—a court order holding 
some or all of the TVA’s power activities to 
be either unconstitutional or in excess of the 
TVA act. 

Counsel for the power companies have 
asked a temporary injunction to halt any ex- 
pansion of the Authority’s power program 
pending a final decision in the suit which will 


be carried to the Supreme Court. The court 
indicated the case would be brought to a hear- 
ing on its merits promptly. 


Company Wins Suit 


Cea J. Lon Foust on November 5th 
held that the Tennessee Electric Power 
Company franchise in Chattanooga was not 
revocable at the will of the city. The city 
had attacked validity of the franchise on the 
ground that it was originally granted in 
perpetuity in violation of the state Constitu- 
tion. Therefore, the city insisted it was 
revocable on proper notice. The city attorney 
said the judgment would be appealed. 

Chancellor Foust decided that “the powers 
granted to the defendant cannot constitute a 
legal monopoly since the right exists in the 
city to grant similar franchise rights.” The 
ruling said the court was of the opinion, there- 
fore, “that the grant of an unlimited franchise 
or consent by the city of Chattanooga is not a 
perpetuity but constitutes a property right of 
value which may not be impaired.” 


Texas 


Vote For Rural Electrification 


Pou of Denton last month voted 
unanimously to organize for rural electrifi- 
cation in that territory. A committee was 
named to conduct a survey and determine 
farmers wanting to go in on an electric line. 

Codperatives’ lines would not be built where 


utility lines already are furnishing service, it 
was said. Farmers who already have electric 
service cannot drop their connections with the 
present company and join in a codperative 
line. Where the present utility company will 
render service, it was said the government 
would not compete with such service and 
would not build lines or service customers. 


Washington 


Proceeds of the issue, and the Federal mon- 
ey, will be used to finance building of a dam 
at Ruby creek, a second transmission line be- 
tween the Skagit and Seattle, and improve- 


Authorizes Bond Issue 


AG Light bond issue of $5,500,000 was 
4 authorized November 2nd by the Seattle 
city council, which also accepted conditions 
under which the Federal government offered 
$3,000,000 to help finance the lighting depart- 
ment’s development plan in Seattle and on 
the upper Skagit river. 


ments on a power substation. The program 
is to be completed by June 30, 1938. It was 
reported that the sale of bonds would not 
begin until the Federal contribution definitely 
was assured. 
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New Federal Taxes Substantially Minimize 
Rate Reduction 


LECTRIC customers of the Detroit 

Edison Company will, because of 
new Federal taxes and future uncertain- 
ties, miss by about $1,500,000 a rate 
reduction which they might otherwise 
have. This fact was developed in a 
recent decision of the Michigan com- 
mission reducing rates approximately 
$1,711,000, rather than a sum exceeding 
$3,000,000, because the utility, if the 
new Federal tax laws “shall be held 
valid” and shall not be changed, will 
probably be required to pay added Fed- 
eral taxes during 1937 amounting to 
approximately $1,500,000. 

Under the newly enacted tax laws, the 
commission said, it was difficult to fig- 
ure what the exact increases would be. 
The commission estimated Federal un- 
employment insurance tax and Federal 
retirement tax. It recognized that there 
would be an increase in the rate of the 
Federal income tax and there would be 
the surtax on undistributed profits, but 
the amount of these, the commission 
said, it would not undertake to estimate. 
The commission added: 


In addition to the foregoing new taxes, 
a recent law compels the stockholders of 


e 


this and other corporations to pay a second 
normal tax on the dividends received from 
the corporations in which they are stock- 
holders. The corporation first pays the 
regular corporation or normal tax. Then 
a second normal tax is paid by the stock- 
holder on the dividend he receives. Up 
until recently the dividends received by 
stockholders from a corporation were ex- 
empt from the payment of the normal in- 
come tax. The courts held that such fact 
increased the value of their dividends and 
should be taken into consideration by a com- 
mission in fixing a rate of return to be 
allowed upon the fair value of the utility, 
It would, therefore,, appear that under the 
existing law which taxes said dividends, it 
would be the duty of a commission to allow 
a somewhat greater rate of return because 
of the fact that the dividends received by 
the stockholders are now subject to the 
normal income tax. 


A return of 54 per cent was allowed 
in view of the condition of the utility 
company and the surrounding circum- 
stances. The company had refinanced 
so that it obtained bond money at a low 
cost and the company did not have to 
face serious competition by municipal 
plants. These factors were held to have 
a bearing upon the amount of return to 
be allowed. Re Detroit Edison Co. (D- 
1722). 


Commission Approval Necessary to Change 
Interest Rate on Bonds 


HE Pennsylvania commission held 
that any change in the interest rate 
on mortgage bonds of a water utility 
company would constitute an issue of 
bonds and that the making of such a 
change without the approval of the com- 
mission would constitute a violation of 
the Public Service Company Law. 
Reduction of the interest rate was to 
be accomplished by the delivery of 


bonds to the company by the owners, 
the substitution of the lower interest 
figure for the existing figure wherever 
it appeared on the face of the bonds, 
and the return of the bonds to the own- 
ers. The commission assumed a hy- 
pothetical case in which the company 
would refund its existing bonds by 
creating a new series of bonds bearing 
a lower interest rate, a different date 
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for maturity, and new redemption pro- 
visions, and delivering the new bonds 
in exchange for those outstanding. Un- 
der these circumstances, it was said, no 
one would question that the creation and 
delivery of the new bonds would con- 
stitute an issuance subject to commis- 
son approval. The commission con- 


tinued : 

Further, suppose a proposed new issue has 
neither a different maturity date nor new 
redemption provisions, but that the sole dif- 
ference between the two issues is the inter- 
est rate. Can it be said that if a bond issue 
differs from its predecessor in three char- 
acteristics, the creation and delivery of those 
bonds constitute an issuance, but if only one 
characteristic is altered, the creation and 
delivery do not constitute an issuance? In 
our opinion, proper and reasonable inter- 
pretation of the law requires a negative 
answer to this question. 


The company, it was pointed out, had 
contracted with its bondholders to do 
certain things, one of which was to pay 
interest upon the principal loaned at a 
given rate per year. If this arrange- 
ment were altered in any respect, it was 
no longer the old contract, but a new 
and different one, even though the new 
contract was not newly printed or en- 


graved, but written as an amendment 
upon the old bonds. When the com- 
pany alters the interest rate figure on 
the face of the bonds it thereby creates 
a new bond issue, in the opinion of the 
commission, after which the new bonds 
will be delivered to the public in con- 
sideration for their previous surrender 
of the old bonds. 

Each additional security, each varia- 
tion in the interest rate of security is- 
sues, each change in maturity date has 
its effect upon the ability of the com- 
pany to serve the public, said the com- 
mission, continuing as follows: 


We feel that the legislature has placed 
upon this commission the duty to investigate 
all significant changes in the security struc- 
tures of public service companies where such 
changes might adversely affect the public, 
and has conferred upon us the power to 
forbid changes not in the public interest. In 
our opinion, a variation in the interest rate 
of a security constitutes an important change 
in that security, and a change which might 
well be fraught with danger to the public. 


Pennsylvania Public Service Commis- 
sion v. Blue Mountain Consolidated 
Water Co. (Complaint Docket No. 
11221). 


e 


Continuing Property Records Ordered 
by New York Commission 


AS, electric, steam, omnibus, and 

waterworks corporations having 
annual operating revenues of $50,000 
or more have been directed by the New 
York commission to establish by Janu- 
ary Ist continuing records of property 
used in public service. Such records, 
according to Chairman Maltbie, will fa- 
cilitate the application of a law, upheld 
by the court of appeals, which author- 
izes the commission to fix temporary 
rates pending final determination of rate 
cases and they will also reduce the time 
and expense which rate cases have in 
the past seemed to require. Chairman 
Maltbie said: 


The public service commission is clearly 
authorized to require the keeping of such 


records. The act conferring this power was 
part of the utility program of Governor 
Lehman in 1934. 


The companies are required to file on 
or before February Ist a statement set- 
ting forth the units proposed to be cov- 
ered in the continuing property record. 
The corporations are to keep such rec- 
ords of property and property retire- 
ments as will reflect, so far as practi- 
cable, the service life of all property 
retired and will permit the determina- 
tion of the age of existing property. 
The records are also to reflect the salv- 
age and cost of removing of property 
retired. 

Records must be maintained support- 
ing the utility company’s books ~ - 
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counts so as to show the reserves accu- 
mulated to provide for depreciation or 
ultimate retirement of property, sepa- 
rately for each operating property or 
fixed capital account. 

Companies are forbidden to record in 


the original cost shown in the continy- 
ing property records amounts charged 
in previous years to operating expenses, 
operating taxes, or other income or sur- 
plus accounts. Re Records of Public 
Utility Corporations. 


e 
Stock Issue Not Limited to. Net Additions 


PUBLIC utility corporation was per- 

mitted by the Massachusetts De- 
partment of Public Utilities to issue 
stock in the amount of notes which had 
been issued to provide funds for ad- 
ditions and betterments, although the 
notes were in excess of net additions 
after deducting property retired. This 
decision was based upon the ground that 
since the corporation had charged the 
total retirements to the reserve for de- 
preciation and the reserve still remained 
adequate, there appeared to be no reason 
why the company should also be re- 
quired to pay toward the cost of addi- 
tions and improvements an amount 
equal to such retirements from earnings. 
The reserve had been created out of 
earnings to provide for retirements and 
was invested in betterments and addi- 
tions, resulting in a greater investment 
than was required to sustain the asset 
value of the outstanding capital. It was 
said : 

When the retirements are charged to the 
depreciation reserve the effect is to transfer 
property equal to the amount of retirements 
from the depreciation reserve to the prop- 
erty represented by the capital. If, in these 
circumstances, the company is authorized to 
issue stock sufficient only to provide funds 
equal to the difference between the addi- 
tions and retirements, it forces the company 


to apply earnings of double the amount of 
the retirements to replace such retirements 


and thus, in effect, requires the ratepayers 
to pay twice the amount necessary to meet 
impairments in the stockholders’ investment 
caused by retirements. 


Chairman Murray dissented, with the 
statement that he did not believe the 
department should depart from its usual 
method and allow capital for a greater 
amount than the net increase in the com- 
pany’s plant investment plus unfinished 
construction, as such departure might 
establish a precedent which might cause 
other companies not financially stable to 
demand similar consideration. He de- 
clared that the depreciation reserve had 
been built up by charges to operating 
expenses, and this was the same as 
saying the customer contributed such 
charges in the rates paid in order to 
take care of property worn out in 
supplying him with electricity. He add- 
ed: 

Whenever the plant investment is credited 
(reduced) by property worn out and re- 
tired, an equal reduction in the assets which 
back up the existing capital stock occurs, 
and such reduction should be offset by new 
additions or betterments of an amount equal 
to the value of the property retired before 
any additional securities may be issued. 
Then additional securities may be issued 
against that amount of plant which repre- 
sents the net additions. 


Re Pittsfield Electric Co. 
5151). 


(D.P.U. 


7 
No Addition to Tangible Value for Going Value 


Love fact that a public utility com- 
pany is a profitable venture gives 
the company its full value, said the 
Oklahoma commission, in denying an 
additional allowance for going value. 
The commission continued : 


If it were not profitable, it would not be 
worth the outlay necessary to produce it, 
and conceivably might be worthless except 
for its junk value. The plausible but falla- 
cious contention of utility companies with 
respect to the so-called item of going con- 
cern value is based on a false premise. It 
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is based on the erroneous assumption that 
any utility property, regardless of circum- 
stances is worth what it would cost to re- 
produce it and, therefore, since it is quite 
obvious that a profitable venture is worth 
more than an unprofitable one, there must 
be something added to the tangible value 
of the plant for this assumed additional 
value. 


Testimony was introduced in behalf 
of the company to justify an additional 
allowance because of cost of attaching 
subscribers, cost of assembling and 


e 


training organization, cost of plant rec- 
ords, administration, certain interest 
items, cost of depreciation on idle plant 
before exchange opened, cost of mainte- 
nance and depreciation on idle plant 
after opening, and interest and taxes on 
idle plant after exchange opens. The 
commission disallowed all these items 
except the claim for cost of plant 
records. Re Southwestern Bell Tele- 
phone Co. (Cause No. 10737, Order 
No. 10666). 


Suspensive Appeal in Rate Case Held Not to Deprive 
Utility of Property without Due Process 


MOTION by the Southern Bell Tele- 

phone & Telegraph Company to 
dismiss an appeal by the Louisiana com- 
mission from a lower court decree 
wainst a rate order was dismissed by 
the supreme court, and a determination 
was made that the appeal was suspensive 
rather than devolutive only. The rule 
established in the state that an appeal 
cannot be dismissed for an error or ir- 
regularity in the return date, unless the 
efror or irregularity is imputable to the 
fault of the appellant, was cited as a 
ground for denying the motion to dis- 
miss. 

Contention was made in behalf of the 
telephone company that a suspensive ap- 
peal would deprive the company of its 
property without due process of law in 
violation of the Fourteenth Amendment 
to the Constitution of the United States, 
since it would result in compelling the 
company either to obey the commission 
order requiring a rate reduction or be 
subjected to penalties. The court reject- 
ed this contention, stating : 


_ The case is now on appeal from a final 
judgment on its merits and is in the same 


status and category as all cases on appeal 
from a final judgment. The appellee is in 
the same situation as any other litigant 
who claims to be wrongfully deprived of 
his property, and its counsel fail to appre- 
ciate the difference between depriving one 
of his property pending a court’s decision 
on a suspensive appeal, and being deprived 
of it without due process of law. Whether 
or not plaintiff is being deprived wrong- 
fully of its property can only be judicially 
determined by a final judgment of this court. 
It is no more a denial of due process of law 
for appellee to be temporarily deprived of 
its property, pending a final judgment of 
this court, wherein it might be determined 
to have been wrongfully deprived thereof, 
than it would be to permit appellee to 
wrongfully charge high rates to its sub- 
scribers if the order is finally determined 
to be proper and legal. No one would seri- 
ously contend, under our established juris- 
prudence or procedure, that the due process 
clause of the Constitution of the United 
States was violated by permitting a liti- 
gant, who was held by the district court 
to be illegally in possession of plaintiff's 
property, to have the judgment of the lower 
court reviewed on a_ suspensive appeal, 
which, of course, gives appellant the right 
to retain possession until the final judgment. 


Southern Bell Telephone & Telegraph 
Co. v. Louisiana Public Service Com- 
mission. 


7 


Right to Continue Operation When Insurance Company 
Denies Liability on Policy 


HAT a motor carrier operator had which his truck was involved, where the 


failed to satisfy a claim based up- 
on injuries sustained in an accident in 


insurance company had denied liability 
on its policy, was not considered by the 
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Pennsylvania commission a_ sufficient 
ground for refusing to renew authority 
to operate. There was no evidence of 
lack of good faith on the part of the 
operator. 

The motor carrier had been unable to 
pay the full annual premium in advance 
when he obtained a liability policy, but 
he agreed with the broker to make 
monthly payments. He was delinquent 
in making payments and received a no- 
tice that his policy would be canceled. 
Before the date of cancellation he paid 
the monthly premium by a postdated 
check and was assured that the policy 


would not be canceled. When sum- 
monses were sent to the insurance com- 
pany, however, the insurance carrier de- 
nied liability on the ground that the 
policy had ceased to be in force. The 
operator immediately purchased insur- 
ance from another company. 

The commission pointed out that the 
motor carrier had followed an estab- 
lished and an apparently approved prac- 
tice of the insurance carrier and had no 
reason to doubt that he had provided 
for his legal liability for claims arising 
from accidents. Re Kovler (Application 
Docket No. 31695, Folder 2). 


e 


Motor Carrier Service Detrimental to Rail Carrier 
Not in the Public Interest 


HE Maryland commission denied 
the application of a motor carrier 
operating between Annapolis and Mary- 
land to have its authority amended so as 
to permit the carriage of through pas- 
sengers between these points. 


Opera- 
tions of the motor carrier had been un- 
profitable, and it was hoped by the ap- 
plicant that the addition of through 
service would justify continuance of 
operation. 

Denial was based upon the ground 
that additional traffic secured by the mo- 
tor carrier would be at the expense of a 
railway operating between these points, 
which was earning sufficient to pay its 
operating expenses and a little over, but 
was not earning sufficient to pay interest 
on its debts. To that extent, it was said, 
its situation was precarious. 


The commission considered a conten- 
tion by the motor ‘carrier that neither 
the interests of the motor carrier nor 
the railway but the public interest should 
be considered. The commission ex- 
pressed the opinion that the public gen- 
erally included all the public rather than 
the people living between Baltimore and 
Annapolis who might be deprived of the 
motor carrier service if it could not be 
made profitable. The railway service 
was said to be the more important from 
the point of view of the public regarded 
as a whole. Moreover, the railway com- 
pany offered to furnish bus service to 
intermediate points not on the railway 
line in case the existing motor carrier 
service should be forced to discontinue 
because of insufficient revenues. Re Red 
Star Lines, Inc. (Case No. 3996). 


& 


Other Important Rulings 


HE supreme court of Oklahoma 

held that in a field already occupied 
by a telephone company, before another 
person, firm, association, or company 
would be permitted to build another tele- 
phone line to accommodate telephone 
subscribers, application must first be 


made to the commission, and if author- 
ity were denied by the commission the 
remedy of the aggrieved party would be 
by appeal to the supreme court and not 
by writ of prohibition. Simpkins et al. 
v. Oklahoma Corporation Commission 
et al. 60 P. (2d) 1048. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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MAYOR & ALDERMEN OF LAWRENCE v. LAWRENCE GAS & E. CO. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Mayor & Aldermen of City of Lawrence 





v 


Lawrence Gas & Plecviic Company 





[D. P. U. 4970.] 





Depreciation, § 51 — Electric utility. 
1. An appropriation to depreciation reserve of somewhat less than 2 per 
cent upon the depreciable property of an electric utility appeared not to be 
unreasonable, p. 354. 


Expenses, § 86 — Payments to affiliate — Cost of power — Contracts — Alterna- 
tive source. 

2. No abuse of discretion by corporate officers and no unreasonableness in 
a contract with an affiliated company for the purchase of all electricity used 
by an electric utility were found, notwithstanding a contention that the 
company could have either generated all of its electricity by increasing its 
investment or used the capacity of its present plant supplemented by the 
purchase of peak energy from a canal company, where this would involve 
the use of power available from a canal which was alleged not to be firm 
power and not to be reliable and the price for which, it was alleged, could 
be raised upon a year’s notice, p. 355. 


Expenses, § 84 — Payments to affiliate — Management and other services — Con- 
tracts. 

3. That the reasonable cost of certain management, purchasing, merchan- 
dising, advertising, and engineering services, under contract with an af- 
filiate, ought to be considerably less in the future was taken into considera- 
tion in fixing rates, p. 356. 

Return, § 27 — Reasonableness — Attraction of capital — Dividends. 
4. Ordinarily earnings which will enable a company under normal condi- 
tions, after proper provision for depreciation, to pay dividends sufficient 
readily to attract new capital into the enterprise at a price at least as high 
as the average amount paid into the treasury of the company per share by 
the stockholders, would provide a reasonable return, p. 356. 


Return, § 22 — Reasonableness of dividend — Factors considered. 
5. Regard must be had for fluctuations likely to occur in the market price 
by reason of new issues being placed upon the market, in determining what 
amount of dividend is necessary to attract capital at a price at least as high 
as the average amount paid into the treasury of the company per share by 
the stockholders, p. 356. 


Return, § 22 — Reasonableness — Dividends. 
6. The fact that the Department or its predecessors have required stock- 
holders to pay a higher price, by fixing the price at which increased stock 
should be offered to stockholders, should be taken into consideration in 
determining what amount of dividend is necessary, p. 356. 

353 15 P.U.R.(N.S.) 
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Return, § 87 — Electric utility. 


7. An 8 per cent dividend on an electric company’s stock was deemed ade- 
quate to maintain the stock in the market at the amount, or in excess of the 
amount, representing the average amount per share paid into the treasury 


by stockholders, p. 356. 
Expenses, § 30 — Flood losses. 


8. The cost of repairing damage caused to an electric utility by flood, so 
far as the loss is not properly chargeable to depreciation, must be met from 
earnings or other cash resources, and allowance therefor must be made in 


determining rates, p. 357. 


Expenses, § 31 — Flood losses — Amortization. 


9. An allowance for cost of repairing damage caused by flood, to the extent 
that it is allowed in determining rates, should not be met in one year but 
should be spread over several years, p. 357. 


[October 5, 1936.] 
ee yaa for reduction in gas and electric rates; reduction 


of electric rates ordered. 


By the DEPARTMENT: This is a 
petition filed by the mayor and alder- 
men of the city of Lawrence, seeking 
to have the Department order the 
Lawrence Gas and Electric Company 
to reduce the prices charged by it for 
gas and electricity. The petitioners 
have elected to proceed on the premise 
that the electric rates solely are unrea- 
sonable. 

The subject company is a combina- 
tion company, supplying both gas and 
electricity. The company was organ- 
ized in 1850 to manufacture and dis- 
tribute gas, and since 1892 also has 
engaged in the electric business. 

[1] The par value of the outstand- 
ing capital stock of the company is 
$4,700,000, and there has been paid 
into the treasury thereon in premiums 
$1,413,742.26. On December 31, 
1935, the corporate surplus of the cor- 
poration amounted to $1,361,319.13. 
The company has outstanding bonds 
of $1,500,000. Its plant investment 
as of December 31, 1935, amounted to 
$10,263,994.26, of which $3,714,- 


877.18 was represented by its gas 
properties and $6,549,117.08 was rep- 
resented by its electric properties. The 
company appropriated, in the year 
1935, to its depreciation reserves, 
$175,000. This is somewhat less than 
2 per cent upon its depreciable prop- 
erty and thus appears not to be un- 
reasonable. The total reserve for de- 
preciation on December 31, 1935, was 
$1,845,958.58. The net operating in- 
come of the company for the year end- 
ing December 31, 1935, was $636,- 
793.29, a decline from that of the 
year ending December 31, 1934, of 
$24,399.72, while its operating rev- 
enues for the year 1935 increased 
over those of 1934 by $80,448.17. 
Its operating expenses increased in 
the same period $135,445.25, and 
but for the fact that there was a 
decrease in the uncollectible reve- 
nues of $7,330.06, and a decrease 
of the amount paid for taxes of 
$23,267.30, the decline in 1935 in the 
net operating revenues from that of 
1934 would have béen $54,997.08. 
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This decline, however, was offset by 
an increase in the nonoperating in- 
come of $33,066.53, which resulted in 
an income balance for the year 1935, 
after the payment of interest charges, 
of $570,455.72, which was $8,624.24 
larger than for the year ending De- 
cember 31, 1934. The company paid 
out in dividends during the year, 
$592,200, which amounted to 9.68 
plus per cent on the par value of the 
stock plus the premiums paid in there- 
on, and 7.92 per cent on $7,475,- 
061.39, the amount of the par value 
of its stock plus premiums paid in 
thereon and its surplus. 

In the year 1935 the total amount 
of electricity sold to general consum- 
ers amounted to 41,845,536 kilowatt 
hours, at an average price of 4.21 
cents. These sales were made through 
twelve rate schedules, together with 
certain special contracts. Under the 


special contracts the sales amounted to 


11,225,684 kilowatt hours. We think 
that this number of schedules is more 
than is reasonably necessary and that 
the company should endeavor to sim- 
plify its rate structure by reducing the 
number of schedules. 

The petitioners claim that the rates 
are unjust and unreasonable on the 
ground that they permit of excessive 
earnings. The petitioners submitted 
much evidence in support of this con- 
tention. 

[2] Much of the time of the hear- 
ings was spent by the petitioners in 
criticism of the purchase contract 
made by the company with the New 
England Power Company in 1928, 
whereby the New England Power 
Company sells to the Lawrence Com- 
pany practically all of its electricity. 
The petitioners maintained that had 


355 


the Lawrence Company either gen- 
erated all of its electricity or used the 
capacity of its present plant supple- 
mented by the purchase of peak ener- 
gy, either alternative would have 
proved to be more economical for the 
company than the contract with the 
New England Power Company. It 
was claimed that the price paid was 
too high; also, that by the use of the 
water power available to the com- 
pany from the canal owned and op- 
erated by the Essex Company and that 
by the use of existing facilities and by 
the installation of some new equip- 
ment, the Lawrence Gas and Electric 
Company would not have been obliged 
to have purchased power, except at 
peak periods, to meet the requirements 
of its customers. On the other hand, 
the company contended and introduced 
evidence to show that the power avail- 
able from the canal was not firm pow- 
er, could not be relied upon, and that 
the Essex Company could raise the 
price upon a year’s notice, that the ex- 
penditures involved in the installation 
of the new equipment would not be 
justified, and that under all the cir- 
cumstances the cost of power pur- 
chased by the Lawrence Gas and Elec- 
tric Company from the New England 
Power Company was reasonable. The 
contention in substance, raises the 
questions whether it would have been 
better to have increased the steam-gen- 
erating facilities of the Lawrence Com- 
pany, thereby very substantially in- 
creasing its investment, or to have used 
the present plant and purchased peak 
electricity, rather than to have entered 
into a contract for the purchase of 
electricity whereby it purchases from 
the New England Power Company 
practically all of its requirements. We 
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have given careful consideration to 
this issue, having in mind what the 
court said in Missouri ex rel. South- 
western Bell Teleph. Co. v. Public 
Service Commission, 262 U. S. 276, 
289, 67 L. ed. 981, P.U.R.1923C, 
193, 200, 43 S. Ct. 544, 31 A.L.R. 
807: 

“The Commission is not the finan- 
cial manager of the corporation and it 
is not empowered to substitute its 
judgment for that of the directors of 
the corporation; nor can it ignore 
items charged by the utility as operat- 
ing expenses unless there is an abuse 
of discretion in that regard by the 
corporate officers.” 

Upon the evidence and under all the 
circumstances, we are not satisfied 
that in this case there was an abuse of 
discretion by the corporate officers or 
that the contract was so unreasonable 
that the company was unwarranted in 
entering into it. 

[3] A contract existing between the 
Lawrence Company and the New 
England Power Service Company un- 
der which the Service Company ren- 
ders to the Lawrence Company certain 
management, purchasing, merchandis- 
ing, advertising, and engineering serv- 
ices was attacked by counsel for the 
petitioners in his argument, it being 
contended that the amount paid for 
such services in 1935 was excessive. 
Notwithstanding that the gross in- 
come of the company increased in the 
year 1935 over that of the year 1934 
by only $8,666.81, the amount paid by 
the Lawrence Company to the Service 
Company under the provisions of the 
contract between them increased in 
1935 $7,199.05 over that paid in 1934. 
A contract has been made by the com- 
pany with the New England Power 
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Service Company under date of April 
29, 1936, effective as of April 1st and 
terminating April 1, 1938, covering 
services of a like character to those 
covered by the contract in effect in 
1935. By the provisions of the con. 
tract now in effect payments are based 
upon the cost of service to the Service 
Company and this cost is to be deter- 
mined by direct charges and “a fair 
and equitable allocation of the Service 
Company’s general charges.” Such 
charges are to include a fair propor- 
tion of the Service Company’s over- 
head, such as rent, light, heat, tele. 
phone, insurance, taxes, interest, and 
depreciation. No evidence was intro- 
duced by the petitioners to show that 
the services rendered by the Service 
Company were unnecessary or that the 
payments made therefor were in ex- 
cess of the cost of the Service Com- 
pany, as defined in the contract, in 
rendering the services required or that 
the payments made were in excess of 
the value of the services rendered. 
However, in view of the amount paid 
for such services in 1934 and 1935, 
we are of the opinion, basing our 
judgment upon our knowledge of the 
cost to independent companies of like 
services, that the reasonable cost of 
such services in the next several years 
ought to be considerably less than the 
cost in 1934 and 1935, and we have 
taken this into consideration in arriv- 
ing at our conclusion. 

[4—7] It has been the view of this 
Department that ordinarily earnings 
which will enable a company under 
normal conditions, after proper provi- 
sion for depreciation, to pay dividends 
sufficient readily to attract new capital 
into the enterprise at a price at least as 
high as the average amount paid into 
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the treasury of the company per share 
by the stockholders are a reasonable 
return. In determining what amount of 
dividend is necessary to attract capital 
at such a price, regard must be had 
for the fluctuations likely to occur in 
the market price by reason of new is- 
sues being placed upon the market. 
Where the Department or its predeces- 
sors have required the stockholders to 
pay a higher price by fixing the price 
at which the increased stock should be 
offered to its stockholders, that, too, 
should be taken into consideration. 
With the growth of holding company 
control and the consequent withdrawal 
of the stock of operating companies 
from the market, we have not general- 
ly the evidence of the market value of 
the stock to guide us as to what return 
is necessary to pay dividends to main- 
tain the stock in the market at the 
average price paid for the stock or at 
a price heretofore fixed by the Depart- 
ment or its predecessors. We have 
only the evidence of the market value 
of the stock of other companies en- 
gaged in the same or a similar busi- 
ness. The last occasion upon which 
the issue price of stock of this com- 
pany was fixed by the Department or 
its predecessor was in 1909, when it 
was fixed at $160 a share by the Board 
of Gas and Electric Light Commis- 
sioners. The par value of its stock 
then was $100 a share, and $40 a 
share upon its present par value of 
$25 a share is its equivalent. The 
average amount per share paid into 
the treasury of the company by its 
stockholders is slightly over $32 a 
share. An 8 per cent dividend upon 
the par value of the stock of the Edi- 
son Electric Illuminating Company of 
Boston now maintains its stock at bet- 
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ter than $160 a share in the market. 
We think, therefore, that an 8 per cent 
dividend on the Lawrence Company’s 
stock would maintain its stock in the 
market at $32, or more, a share, and 
probably at $40 a share. To pay 8 
per cent dividends upon the par value 
of the company’s stock would require 
$376,000 annually. A reduction in 
rates which would reduce the com- 
pany’s annual net income by not more 
than $190,000 would leave sufficient 
to pay 8 per cent upon the par value of 
the company’s stock based upon the 
company’s business in 1935, if it were 
not for the serious losses sustained by 
the company in this year’s flood and 
the apparent trend in increased operat- 
ing expenses. 

[8, 9] A considerable amount of 
testimony was introduced by the 
Lawrence Company, over the objec- 
tion of the petitioners, tending to show 
the damage sustained by the company 
in the Spring flood of this year. The 
evidence submitted was to the effect 
that the loss suffered by the company 
will amount to approximately $140,- 
000. In arriving at our decision we 
have given weight to this evidence. 

The cost of repairing the damage 
caused by the flood must be met. A 
part of the loss probably can be 
charged to depreciation and thus per- 
mit the company to capitalize to this 
extent, at least, indebtedness properly 
incurred for additions and replace- 
ments necessary by reason of the flood. 
That which cannot be met in this way 
must be met from earnings or other 
cash resources, and allowance therefor 
must be made in determining the rates. 
We think it unnecessary that that part 
of the loss which must be provided for 
15 P.U.R.(N.S.) 
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through earnings should be met in one 
year. We think, if necessary, it may 
properly be spread over several years. 

We think that the contention of the 
petitioners that the domestic and com- 
mercial rates are unreasonably high is 
sustained and that they should be re- 
duced. We are of the opinion that in 
the end both the company and the cus- 
tomers will benefit thereby. 

We believe that the company may 
properly be required to reduce the 
maximum rates of both its “A” and 
“C” rates 2 cents a kilowatt hour. 
While it is difficult to determine with 
absolute accuracy the effect upon the 
company’s revenues, we are satisfied 
that the reduction in revenue will not 
exceed $190,000 a year, based upon 
the present volume of its business. 
This would be offset to some extent by 
reduced payments under the service 


contract. Some of this reduction, it js 
fair to assume, will be offset by the 
increased use of electricity, and we be. 
lieve this will be sufficient in the im. 
mediate future to offset the rising 
trend of operating costs. 

The petitioner, the mayor of Lay. 
rence, filed requests for rulings of law, 
nine in number. Requests numbered 
1, 2, 7, 8, and 9 we grant. We deny 
request numbered 3. Construing re. 
quest numbered 4 as a request that the 
contract referred to therein is subject 
to review and thus subject to changes 
in its terms by this Department, we 
deny the request. As the contract dat- 
ed April 1, 1936, was not brought in- 
to question during the hearings until 
the argument of counsel for the peti- 
tioners, we deny request numbered 5, 
and as a consequence deny request 


numbered 6. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Madison Gas & Electric Company 


[2-U-1019.] 


Service, § 179 — Duty to furnish — Wholesale power to codperatives. 
1. An electric utility company, although it has never held itself out asa 
wholesaler but has operated as a local utility serving one central city and 
the immediately surrounding territory, is obligated to furnish current to 
a rural codperative organization applying for service to be delivered at a 
point within the territory which the utility professes to serve, p. 360. 

Service, § 181 — Grounds for denial — Necessary expansion of facilities. 
2. An electric utility company cannot deny service to a rural electric co 
dperative organization on the ground that this might require a large addi- 
tional investment in lines and equipment if the codperative bears its fait 
share of the expense of extending the service and is willing to take service 
under reasonable rules and regulations of the utility, p. 360. 

Service, § 176 — Rules and regulations — Contract with codperatives. 
3. An electric utility company required to furnish service to a rural elec 
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tric codperative organization may properly apply such of its rules and 
regulations on file as may be applicable to a customer of this kind, in- 
cluding rules governing deposits and guaranties, and may include in the 
service contract such other reasonable rules and regulations subject to 
Commission approval as appear necessary to protect the company from 
secondary liability and interference with standard service to its customers 
and impairment of service to telephone subscribers adjacent to its lines, 


p. 363. 


[August 28, 1936.] 


| bearers of refusal by electric utility to furnish whole- 
sale service to a rural electric codperative organization; 
service ordered. 


By the Commission: This pro- 
ceeding was instituted on motion of 
the Commission on July 9, 1936, 
when it became apparent that infor- 
mal negotiations had failed to secure 
the filing of a wholesale rate for ru- 
ral electric codperatives. Thereafter 
the Commission received a formal 
complaint from the Rural Electrifica- 
tion Codrdination Committee. The 
two matters were joined in the one 
proceeding. 

Hearings were held at the capitol 
in Madison, on July 30, 1936, and on 
August 10th and 11th. At the first 
hearing appearances were entered for 
the Madison Gas & Electric Company 
by Mr. R. M. Rieser, Attorney, Mad- 
ison, and for the Rural Electrification 
Codrdination Committee by Mr. B. 
W. Huiskamp, Attorney, Madison. 
At the second hearing the following 
appearances were entered: Madison 
Gas & Electric Company, by R. M. 
Rieser of Olin & Butler, Attorneys, 
Madison, and George Wagner, Gen- 
eral Superintendent; Rural Electrifi- 
cation Codrdination Committee, by 
B. W. Huiskamp, Attorney, Madi- 
son; Wisconsin Power & Light Com- 
pany, by William Ryan of Schubring, 
Ryan, Petersen & Sutherland, Attor- 


359 


neys, Madison; Village of Clark 
Earth, by Al. Mickelson, Clerk, and 
Wm. Hacker; Board of Directors of 
the Dane-lowa Electric Codperative, 
by Otto Oimoen, Riley, and Ted 
Theobold, Barneveld. 

The Dane-Iowa Electric Codpera- 
tive was duly incorporated under 
Wisconsin cooperative laws in April, 
1936, to build, acquire, and operate 
electric lines and equipment for ren- 
dering electric service to its mem- 
bers. After a canvass some 450 
prospective customers have signified 
their intention of taking electricity. 
There are approximately 600 poten- 
tial users in the area. A project has 
been set up to build lines in unserved 
portions of the towns of Middleton, 
Verona, Springdale, Primrose, Perry, 
Blue Mounds in Dane county, Brig- 
ham and Moscow in Iowa county, and 
York and New Glarus in Green coun- 
ty. Approximately 150 miles of line 
are contemplated. The anticipated 
demand is about 150 kilowatts and a 
monthly consumption of about 45,000 
kilowatt hours was estimated by the 
engineer for the codrdination commit- 
tee, after a development period of 
about two years. The codperative on 
May 19th signed a loan contract with 


15 P.U.R.(N.S.) 





WISCONSIN PUBLIC SERVICE COMMISSION 


the Federal Rural Electrification Ad- 
ministration for $160,000. The co- 
Operative has requested connection 
with the lines of the Madison Gas & 
Electric Company at a point in sec- 
tion 36 of the town of Middleton. It 
has also requested application of one 
of the standard rate schedules filed by 
the utility. 

The Madison Gas & Electric Com- 
pany has a 3-phase, 4-wire, 2,300—-4,- 
000-volt line extending about 9 miles 
from the Randall substation in the 
city of Madison to a point within a 
half a mile of the proposed connec- 
tion. There is a single-phase branch 


on private right of way in the half 
mile from the end of the 3-phase line 
to the desired point of connection. 
The Wisconsin Power & Light 
Company has an 11,400, 3-phase line 
extending along the western bound- 
ary of section 36. This line runs be- 


tween Middleton and Verona. 

The cooperative proposes to install 
transformers at the point of delivery 
in order to step up the voltage to 6,- 
900. A 3-phase line from the point 
of connection nearly to Daleyville is 
contemplated. 

Most of the testimony bore on the 
questions (1) whether the Madison 
Company’s line and the substation 
from which it extended were of suf- 
ficient capacity to furnish adequate 
service to a load with the size and 
characteristics of the codperative and 
(2) what the probable power require- 
ments and credit of the codperative 
would be. The company asserted that 
the line to which connection was asked 
would not furnish reliable or adequate 
service either to the codperative or to 
other customers served from that line. 
It was also stated that the Randall 
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substation had insufficient capacity, 
The company’s engineer submitte 
estimates, ranging from $64,000 ty 
$102,000, of the cost of furnishing 
additional facilities adequate, in his 
judgment, for serving the codperative 
without prejudice to other customers, 

The engineer for the codperative 
testified that in his opinion the line 
was adequate at least as far back as 
Nakoma. He also gave his estimates, 
as far as they could now be made, of 
the probable load, consumption, and 
revenue. He stated that a reasonable 
deposit to assure payment of bill 
would adequately protect the utility 
and that the utility’s liability for dam- 
age to person or property arising from 
service to the codperative could be 
taken care of by insurance. 

In the Commission’s opinion the 
above issues are of secondary impor- 
tance. They involve questions of en- 
gineering or commercial practice 
which we do not propose to determine 
in this opinion. Such matters can be 
settled after we have first resolved the 
primary issue in this proceeding. 

[1, 2] The initial question in this 
proceeding, as counsel for the com- 
pany correctly stated in his opening 
remarks, is simply this: Can the 
Commission legally require the com- 
pany to serve this applicant? This is 
primarily a legal question. Neverthe- 
less, it involves economic considera- 
tions. 

The company states that it has nev- 
er held itself out as a wholesaler, ei- 
ther within or without its territory. 
It claims to be a local utility, serving 
one central city and the immediately 
surrounding territory. Its plant and 
facilities are alleged to be designed 
only to serve this limited market and 
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area. The rates of this utility are 
among the lowest in the United 
States. The company does not desire, 
and does not believe it can be legally 
required to undergo the expense of 
serving the cooperative if that means 
throwing additional expenses on the 
shoulders of present local customers. 

The codperative stands in the posi- 
tion of an applicant for service. It 
has asked for connection to an exist- 
ing line of the utility. While the re- 
quested point of delivery is on the 
edge of the company’s present market 
area, the company is not asked to de- 
liver power outside the territory it 
professes to serve. The cooperative 
intends to take this power, redistrib- 
ute, and resell it to its members, in 
accordance with the purposes for 


which it has been incorporated. This 
is commonly classed as resale service. 
Nothing on the record or in the 


reports of the company to the Com- 
mission indicates that such resale 
service is now being supplied. The 
company furnishes electricity to pri- 
vate dwellings, flats, rooming houses, 
apartment buildings, and hotels, as 
well as stores, shops, offices, and fac- 
tories. In some instances a landlord 
may furnish energy to his tenant on 
the same premises without submeter- 
ing. This kind of service, as well as 
submetering as practiced in some 
large cities like New York, is dis- 
tinguishable from that here involved. 
In addition, the company serves the 
university, the Forest Products Lab- 
oratory, and other public institutions. 
Street lighting, water pumping, and 
sewage pumping are services fur- 
nished to the city of Madison and 
some suburban villages or towns. 
But the company does not supply any 
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municipally owned distribution utili- 
ties for resale to the inhabitants. 

However, we do not believe that 
the use which the codperative intends 
to make of the service is determina- 
tive of the legal question involved. 
The company’s obligations stop with 
the delivery of energy. What use 
the cooperative may devote the ener- 
gy to beyond the point of delivery af- 
fects the classification of service, but 
not the legal obligation to serve as 
long as the cooperative complies with 
reasonable service and collection rules 
of the utility. 

The company professes to serve all 
who apply for service within its 
market area and who are able and 
willing to comply with reasonable 
rules and rates. As a utility, the com- 
pany has this obligation. This duty 
goes with the exclusive privilege of 
serving in its territory. The com- 
pany is protected from territorial 
competition by operation of law. It 
is the sole agency to serve the public. 
In view of this privilege, it cannot 
arbitrarily or capriciously pick and 
choose whom it will serve within its 
chosen area. This has been an ele- 
mentary principle of public utility 
law and of the common law. The 
only qualification of this principle is 
that the customer must be willing and 
able to comply with reasonable rules 
and pay reasonable rates. For aught 
the record shows, the codperative ac- 
cepts this responsibility. What more 
can be asked? 

The company emphasizes that to 
serve the codperative might require a 
large additional investment in lines 
and equipment. It is alleged that the 
Randall substation has nearly reached 
the limit of its capacity and that there 
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may not be sufficient room for expan- 
sion at the present site. As long as 
the codperative bears its fair share of 
the expense of extending the service, 
the company is not warranted in deny- 
ing service on this score. Certainly 
the company admits its obligation to 
enlarge its plant to meet expanding 
demands of present customers. It 
has done so in the past, and does not 
deny this obligation for the future. 
We fail to see why the fact that a 
new customer necessitates this expan- 
sion, rather than old customers, re- 
lieves the company of its legal duty 
to serve all who apply, under reason- 
able rules and regulations. 

Briefly, here is an applicant for 
service within the territory which the 
utility professes to serve. The appli- 
cant asks for a standard filed rate. It 
has not denied its obligation to abide 
by reasonable rules and regulations. 
While the applicant’s immediate use 
of the service may appear dissimilar 
to that of existing customers, the ul- 
timate use of the service is the same 
as that of the company’s present cus- 
tomers, namely, for lighting, heat, 
and power. We can find no warrant 
for the company’s refusing to serve 
under reasonable rules and rates. 


The company has on file rules set- 
ting forth the conditions under which 
service will be extended to new cus- 


tomers. We quote below Rule 4 of 
the company’s extension rules: 

“For a customer whose estimated 
consumption is more than 1,800 kil- 
owatt hours per year and will prob- 
ably so continue for several years, the 
company will extend its distribution 
system, without charge to the con- 
sumer, provided the cost thereof does 
15 P.U.R.(N.S.) 


not exceed three and one-half time 
the estimated annual revenue, but any 
cost in excess thereof. shall be paid 
by the consumer, and deposit made of 
the estimated amount thereof in ad. 
vance of the starting of the construc. 
tion work, and adjustment made after 
completion thereof on the basis of the 
actual cost. Such cost shall include 
all material and labor plus 15 per cent 
to cover engineering, superintendence, 
clerical labor, rental of tools, trans- 
portation of men, etc. If the custom. 
er’s consumption exceeds the estimat- 
ed revenue the first year the company 
will make a refund on the basis of the 
first year’s consumption. This par- 
agraph shall not apply to a customer 
whose consumption will probable be 
only temporary.” 

It will be noted that the company 
will invest three and one-half times 
the estimated annual revenue from 
the prospective new customer. If the 
investment necessary to extend serv- 
ice exceeds this sum, the customer 
must advance the excess. 

This and other extension rules were 
designed to protect the company and 
its existing customers from uneco- 
nomic extensions. Obviously, if the 
company were required to make a 
large investment in lines and equip- 
ment to extend service and the rev- 
enue from the new customers was in- 
sufficient to pay their share of the 
operating expenses and fixed charges 
on the added investment, someone 
else would have to shoulder the ex- 
cess of costs over revenues. Ordina- 
rily this burden would be borne either 
by other customers in the form of 
higher rates or by the stockholders, 
unless reasonable rules limiting such 
investments are established. 
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Extensions of service have been 
made in the past under these rules and 
at existing filed rates. It does not 
appear that the customers or stock- 
holders have been unduly burdened 
thereby. The information before us 
at this time does not warrant our find- 
ing these rules unreasonable or inap- 
plicable. We shall, however, retain 
jurisdiction to make such adjust- 
ments as appear reasonable and prop- 
er in the light of any further infor- 
mation. 

The codperative asks for service at 
either of two rates: (1) the “Stand- 
ard Rate for Alternating Current 
Power Service” or (2) the “Large 
Commercial Lighting and Power 
Rate.” The former rate schedule is 
designed for power service and only 
incidental lighting load, limited to 20 
per cent of the total demand during 
the months of October to March. 
From the available information it 
does not appear likely that the codp- 
erative can qualify for this sched- 
ule. 

The combination light and power 
schedule has no limitation on the pro- 
portion of lighting load, the service 
requirements of which are more ex- 
acting than for power. None of the 
other availability rules of this sched- 
ule seem to disbar the cooperative 
from qualifying. This schedule 
therefore seems the one most applica- 
ble to the codperative’s load, so far as 
its characteristics are now known, 
and in our opinion, should be the one 
offered by the utility. In summary 
form, this schedule is quoted below: 


Demand Charge 
= bs kw. of demand, $1.667 per kw. per 


Over ! 0 kw., $1.50 per kw. per month. 
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Energy Charge 

First 10,000 kw. hr. used per mo. @ 12¢ gr. 
13¢ net per kw. hr. 

Next 10,000 kw. hr. wused per mo. @ 13¢ gr. 
12¢ net per kw. 

Next 30,000 kw. “' a per mo. @ 12¢ gr. 
1¢ net per kw. hr. 

Over 50,000 kw. 4, used per mo. @ l¢ gr. 


3¢ net per kw. hr. 
Minimum Monthly Bill—The demand charge. 
Determination of Demand—Measured Demand. 
The demand for customers (except public, 
private, or parochial schools, churches, mis- 
sions, and charitable institutions) having a 
connected load of 25 kw. or more, and at 
the option of the company, for smaller cus- 
tomers, shall be determined by demand me- 
ters or another approved method. The bill- 
ing demand shall be the greatest rate at 
which electrical energy has been used dur- 
ing any period of fifteen consecutive minutes 
within the last preceding twelve months. 
[3] We believe it is reasonable for 
the company to apply to the coopera- 
tive receiving service under the above 
rate schedule such of its rules and 
regulations now on file as may be ap- 
plicable to a customer of this kind. 
Among the applicable general rules is 
that governing deposits and guaran- 
ties. The Commission also believes 
that the company may include in the 
service contract such other reasonable 
rules and regulations as appear neces- 
sary to protect the company from sec- 
ondary liability and interference with 
standard service to its customers and 
impairment of service to telephone 
subscribers adjacent to its lines. Such 
special rules and regulations are sub- 
ject to the Commission’s approval. 
Other utilities serving areas adja- 
cent to that of the codperative project 
were notified of the second hearing in 
this proceeding and their appearances 
were duly entered and copies of the 
transcript of the first hearing were 
sent to them. These other utilities 
advanced no special interest or claims 
which require the Commission’s con- 
sideration in this proceeding. The 
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fact that most of the codperative 
members live in an area partly served 
by other utilities than the Madison 
Company does not alter our findings 
in this case. We have dealt with this 
question in other similar cases, nota- 
bly 2-U-991, Wisconsin State Rural 
Electrification Coédrdination Commit- 
tee v. Wisconsin Pub. Service Corp. 
and the views therein expressed on 
this point are adopted for the pur- 
poses of this case. 

Based upon the foregoing consid- 
erations, the Commission finds and 
determines that the Madison Gas & 
Electric Company is operating as a 
public utility with facilities available 
for service to the area herein in- 
volved and that public convenience 
and necessity require service be ren- 
dered to the Dane-Iowa Electric Co- 
Operative, pursuant to the company’s 
filed extension rules, at a point of de- 
livery within the company’s existing 
service area mutually agreed upon 
between the company and the appli- 
cant for service. The Commission 
further finds that, from the informa- 


tion before us at this time, the comfMonc 


pany’s present combination light and 
power rate schedule is reasonably ap 
plicable to service rendered the Dane- 
Iowa Electric Codperative when con- 
nection is made under the filed exten. 
sion rule. 

It is therefore ordered, that Madi- 
son Gas & Electric Company shall 
render service to the Dane-lowa Elec. 
tric CoOperative, pursuant to the com- 
pany’s filed extension rules, at a point 
of delivery within the company’s ex- 
isting service area as mutually agreed 
upon between the company and the ap- 
plicant for service. 

It is further ordered, that Madison 
Gas & Electric Company shall apply 
its filed combination light and power 
rate schedule to service rendered to 
the Dane-lowa Electric Codperative 
when connection is made under the 
company’s filed extension rule. 

It is further ordered, that the Com- 
mission retain jurisdiction to make 
such amendments or supplementary 
orders as appear necessary and rea 
sonable. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Extensions of Rural Lines 
of Electric Utilities 


[2-U-965.] 


Monopoly and competition, § 54.1 — Rural electrification — Rules and regulations. 
1. Rules should be established whereby competition between privately owned 
utilities and codperative associations in rural areas may take place on a 
fair plane of equality, p. 367. 
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RE EXTENSIONS OF RURAL LINES OF ELECTRIC UTILITIES 


Monopoly and competition, § 8 — Powers of Commission — Rural electrification 
— Utility companies — Codperative associations — Rules and regu- 
lations. 

2. The Commission has authority to establish rules and procedure for 
orderly development of rural electrification in territories where privately 
owned utility companies and codperative associations propose to serve, so 
as to prevent wasteful territorial competition and duplication, p. 368. 


Monopoly and competition, § 54.1 — Rural electrification — Privately owned and 
cobperative utilities. 

3. Privately owned electric utilities and organizers of a codperative associa- 
tion should have an open opportunity to solicit customers, and bring to 
them the information necessary to a choice of how and when electric service 
can be obtained, up to a point where a codperative association is formed 
and a loan contract signed with the Federal Rural Electrification Adminis- 
tration, p. 371. 


Monopoly and competition, § 54.1 — Rural electrification — Privately owned 
utilities and codperative associations. 

4. When a duly organized codperative association has laid out a project 
for rural electrification and has signed a loan contract with the Federal 
Rural Electrification Administration, it appears uneconomic to authorize 
additional construction by any other agency, without good cause shown, at 
least until the costs and conditions of service by the codperative are definitely 
known, p. 371. 


Monopoly and competition, § 54.1 — Rural electrification — Privately owned 
utilities and codperative associations. 
5. Where plans for a rural electrification project have not reached the 
stage where an association has been organized and a loan contract signed 
with the Federal Rural Electrification Administration and where an exist- 
ing utility has projected an extension to reach bona fide applicants for 
service, denial of the privilege of construction by the utility, except for 
compelling reasons duly shown, appears unwarranted, p. 371. 
Monopoly and competition, § 100 — Application to approve extension — Chain 
extensions — Rural electrification. 
6. Exemption of public utility companies from a requirement that applica- 
tion be made to the Commission when a short rural electric extension is 
proposed should be limited to instances where one primary extension is 
to be made, but if such a short extension is one link in a chain of short, 
exempt extensions, application should be made to the Commission, p. 


372. 


Service, § 320 — Rural electric extensions — Codperative associations. 
Discussion of the promotion of rural electric codperative associations and 
other Rural Electrification Administration projects in the state of Wis- 
consin, p. 369. 

Certificates of convenience and necessity, § 102 — Rural electric extensions — 

Rules and regulations. 
Rules governing extensions of electric utilities in Wisconsin towns covering 
matters relating to conflicting rights of private utilities and codperative 
organizations and exemption of particular areas, p. 373. 


[August 27, 1936.] 
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H 


EARING on question of possible extension or modification 
of order relating to extensions of rural lines of electric 


utilities; rules and regulations amended. See also 14 P.U.R. 
(N.S.) 25. 


By the Commission: After due 
notice and hearing, the Commission 
on March 20, 1936 (14 P.U.R. 
(N.S.) 25) issued a temporary order 
modifying the rules theretofore pre- 
scribed in General Order 2—U-20 
(P.U.R.1932A, 411) in so far as ex- 
tensions of electric utilities in towns 
were concerned. These modified 
rules provided that utilities desiring 
to extend rural lines at primary volt- 
age for a distance of more than one 
mile must file notice with the Com- 
mission. If within ten days of such 
filing no objection to the proposed 
extension was raised and the require- 
ments of the Commission were met, 
construction might then proceed 
without further notice. It was also 
provided that utilities meeting cer- 
tain standards might obtain exemp- 
tion from the above rules if found 
consistent with public convenience 
and necessity. These rules were is- 
sued in order to promote an orderly, 
economic development of rural lines, 
in view of renewed interest in rural 
electric service and the activities of 
certain groups interested in promot- 
ing service through rural cooperative 
associations. 

By the terms of the order of 
March 20th, supra, it was to be effec- 
tive only until September 1, 1936. In 
order to obtain the views of interest- 
ed parties on possible extension or 
modification of the order, a hearing 
was held in the state capitol at Madi- 
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son on August 1, 1936. The follow. 
ing appearances were entered: 

Wisconsin Power & Light Com. 
pany, by G. C. Neff, President, B. E, 
Miller, Secretary, Madison; William 
Ryan, of Schubring, Ryan, Petersen 
& Sutherland, Attorneys, Madison: 
Wisconsin Utilities Association, by 
F. A. Coffin, Milwaukee; Wisconsin 
Public Service Corporation, by A. J. 
Goedjen, Green Bay; Interstate Pow- 
er and Light Company, by Leroy 
Mason, Lancaster; Marshfield Mu- 
nicipal Utility, by George Marvin, 
Marshfield; Commonwealth  Tele- 
phone Company, by W. E. Limbock- 
er, Madison; North American Com- 
panies and The Milwaukee Electric 
Railway & Light Company, by G. W. 
Vanderzee, Milwaukee; Rural Elec- 
trification Administration, by B. W. 
Huiskamp and John A. Becker, Mad- 
ison. 


Representatives of the utilities have 
asked that our order of March 20th, 
supra, be allowed to lapse by its own 


terms. But if, in the Commission’s 
opinion, a continuance of this order 
is deemed warranted, the utilities 
ask that the permissible length of ex- 
tension without review by the Com- 
mission be raised from 1 mile to 5 
miles. One utility also suggested 
that the Rural Electrification Codr- 
dination Committee be requested to 
file a statement of all areas where co- 
Gperative associations had been 
formed and that the operation of the 
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Commission’s order be restricted to 
those areas. 

The Rural Electrification Codrdi- 
nation Committee has asked that our 
order of March 20th, supra, be not 
only extended but made more restric- 
tive on utility operations. Particu- 
larly, the committee asks that the 
utilities be prevented from making 
any extensions to farmers included in 
a codperative project which has re- 
ceived an allotment from the REA. 
The Commission is also requested to 
prohibit chain extensions of less than 
1 mile designed to evade the proce- 
dure required by the March 20th or- 
der. 

In this opinion the Commission 
proposes to deal first with the legal 
basis of our orders in this docket. It 
is essential, however, that the circum- 
stances giving rise to these orders be 
fully understood. We stated these 


circumstances at some length in our 
opinion of March 20th, supra; only a 
brief summary need be given now. 
For about a year the Federal gov- 
ernment, through the Rural Electri- 
fication Administration, has been of- 
fering to lend funds for building new 


rural electric lines. In this state a 
Rural Electrification Codrdination 
Committee was formed to aid in pro- 
moting codperative associations of 
farmers desiring to borrow funds for 
the construction of lines to serve 
themselves. Many such associations 
have been formed and some have 
signed loan contracts. 

These activities have brought the 
cooperatives into conflict with the util- 
ities desiring to serve the same area. 
Sharp competition results. On the 
one hand the utilities seek contracts 
with farmers for line extensions ; and 
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on the other those organizing the co- 
Operative association seek members. 
In many areas, both agencies solicit 
the same individuals. 

This competition takes place in 
towns which, according to a ruling of 
the Wisconsin supreme court, have no 
authority under the statutes to grant 
exclusive permits or franchises to 
utilities. South Shore Utility Co. v. 
Railroad Commission, 207 Wis. 95, 
P.U.R.1932B, 465, 240 N. W. 784. 
Under existing statutes and court de- 
cisions, therefore, rural territory is 
an open field so far as franchise 
rights are concerned. 

All agencies engaged in this com- 
petition realize that unregulated com- 
petition and duplication lead to waste- 
ful, uneconomic results. The Rural 
Electrification Administration recog- 
nizes this in refusing to lend money 
to build parallel lines. The codpera- 
tives recognize it in asking that the 
utilities be prevented from building 
lines until the codperative has a chance 
to see what it can do. The utilities 
recognize it in seeking to build lines 
before the codperatives can get estab- 
lished. 

Under present statutes no govern- 
mental body has jurisdiction over 
both competitors to lay down rules 
of fair competition. It is urged upon 
the Commission that codperative as- 
sociations serving only members are 
not public utilities under existing 
statutes as interpreted by the Wiscon- 
sin supreme court in the Schumacher 
Case (1924) 185 Wis. 303, P.U.R. 
1925C, 228, 201 N. W. 241. Public 
utilities, however, are subject to the 
statutes administered by this Com- 
mission. 

[1] In this situation, common 
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sense dictates that some rules be es- 
tablished whereby this competition in 
rural areas may take place on a fair 
plane of equality. The Commission 
believes this is in the public interest. 
We hold no brief for or against any 
agency in this competitive struggle. 
Our primary concern is in seeing that 
the maximum number of farmers get 
service at the lowest cost consistent 
with the requirements for adequate 
and continuous service. We feel that 
the agency which should serve, as- 
suming minimum requirements of 
service standards, financial responsi- 
bility, etc., are met, is largely a mat- 
ter of choice with the farmers them- 
selves, as long as wasteful competi- 
tion or duplication of facilities will 
not result. The Commission has 
steadfastly adhered to, and repeated- 
ly expressed, this view, both formally 
and informally. 

To attain this objective of an or- 
derly development of rural electrifica- 
tion, some rules and procedure are 
necessary. Since this Commission is 
the only agency having any jurisdic- 
tion over any of these competing 
agencies, we have established and pro- 
pose to continue certain rules which, 
within our legal powers, are designed 
to promote orderly procedure and to 
prevent unregulated and wasteful 
competition. 

The situation confronting us is 
new. It calls for some untried rem- 
edies. We do not hesitate to call 
them experiments. But also the cir- 
cumstances change rapidly. Such 
rules as are established must there- 
fore be flexible and subject to change 
as experience accumulates. For this 
reason our order will again be tem- 
porary so that the matter can be re- 
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examined after an appropriate inter. 
val. 

[2] We turn now to the mor 
strictly legal basis of our orders, 

In briefs filed by the utilities atten. 
tion is called to the provisions of 
§ 196.49 where specific mention js 
made of certain grounds for with- 
holding approval of plant extensions, 
These are quoted below: 

“The Commission may refuse such 
certificate if it appears that the com- 
pletion of such project (a) will sub- 
stantially impair the efficiency of the 
service of such public utility; (b) 
provides facilities unreasonably in ex- 
cess of the probable future require- 
ments; or (c) will, when placed in 
operation, add to the cost of service 
without proportionately increasing the 
value or available quantity thereof 

.’ (Section 196.49 (4)). 

It is argued that the Commission’s 
order must be supported by specific 
findings in accordance with the above 
specific provisions. 

In the Commission’s opinion, the 
orders of March 20th, supra, and in 
the present proceeding are amply sup- 
ported by the statutes. If it be nec- 
essary to make findings in accordance 
with § 196.49, we point out that the 
order herein will have the effect of 
preventing the expansion of electric 
lines and equipment beyond the needs 
of the service in a particular area and 
that it will also have the effect of pre- 
venting other customers of utilities 
from having to make good losses in- 
cident to uneconomic expansion into 
areas where adequate service by other 
agencies is in reasonable prospect, or 
where service cannot be furnished by 
the utility without investments ex- 
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ceeding reasonable limits for new cus- 
tomers. 

But in addition we invite attention 
to other provisions of the statutes 
which authorize the Commission to 
issue orders and make regulations 
which in its opinion are necessary for 
the orderly conduct of utility opera- 
tions and which give the Commission 
concurrent jurisdiction with munici- 
alities in controlling extensions of 
service. When the public utility stat- 
utes are read as a whole, they evidence 
a legislative policy of giving the Com- 
mission broad authority to regulate 
utilities so as to accomplish an order- 
ly development of utility service, with- 
out wasteful territorial competition 
and duplication, except where no oth- 
er remedy than competition is feasi- 
ble. These powers are additional to 
those involved in prescribing reason- 
able and nondiscriminatory rates, 
rules, and regulations and other func- 
tions associated therewith. 

We do not believe a strict construc- 
tion of the statutes is warranted by 
the circumstances confronting us. We 
believe that the orders in this docket 
are appropriate and reasonable means 
toward a reasonable goal and that 
they are fully warranted under the 
public utility statutes. 

Since the order of March 20, 1936, 
supra, several changes have taken 
place which warrant consideration. 
The Congress of the United States, 
with the approval of the President on 
May 21, 1936, has authorized a 10- 
year program of rural electrification 
under the Federal Rural Electrifica- 
tion Administration. By this law 
Federal activities in this field have 
been placed on a definite, instead of 
temporary, basis. Federal funds have 


been appropriated for a 2-year period. 
Activities in this state in the pro- 
motion of rural electric codperative 
associations and other REA projects 
have become more definitely known. 
The Commission is informed that 17 
such codperative associations have 
been formed, in addition to a codper- 
ative service organization designed to 
assist the local associations in getting 
started and in operating their projects. 
The progress made in developing these 
projects is indicated in the following 
tabulation as of August 14, 1936: 
Number of rural electric coéperative 
associations which have filed arti- 
cles of incorporation 
Number of projects submitted to the 
Federal Rural Electrification Ad- 
ministration* 
— of projects for which allotments 
Federal funds have been made** 
Estimated miles of line 
Estimated number of prospective users 8, 087 
Number of codperative associations 
which have signed loan contracts 
with REA 
Number of co6perative projects on which 
construction contracts have been 
awarded 


Estimated miles of line 
Estimated number of customers 


*Includes three projects proposed by mu- 
nicipal or private utilities. 

** Includes two projects for 82 miles and 275 
prospects, proposed by utilities. 


In addition, we are informed that 
a number of codperative associations 
are in process of formation but have 
not yet completed formal organiza- 
tion. The Rural Electrification Co- 
érdination Committee states that it 
cannot give an accurate, complete list 
of such embryo associations nor of 
the areas where such activity is being 
carried on. 

The above data indicate that a sub- 
stantial part of the rural public is in- 
terested in obtaining electric service 
and that a significant number have 
evidenced interest in obtaining such 
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service from a cooperative associa- 
tion. 

The Commission has now had 
about five months’ experience with 
the operation of its order of March 
20th, supra. A brief review of this 
experience is given below. 

The following tables summarize ac- 
tivities under the order of March 
20th : 


TABLE I 


Status of Applications for Extensions under 
Rules 1 and 4 of 2-U-965 

Total applications filed 

No objection raised 

Objection raised 

Application withdrawn after objection ... 

Orders issued 


TABLE II 


Classification of Applications for Blanket Ex- 
emption from Provisions of 2-U-965 
under Rule 5(c)1 

Number of applications 

Number of hearings held 

Number of orders issued 

Number of towns wholly exempted 

Number of towns not exempted, in whole 
or in part 


1 The only application for exemption under 
Rule 5(a) was withdrawn prior to hearing. 
There were no applications under Rule 5(b). 


tomers, or 17 per cent of the total 
involved in the applications were af. 
fected by the delays incident to for. 
mal proceedings. We also note that 
most of the applications were for ex. 
tensions of 3 miles or less. 

At the hearing on August Ist, 2 
chart was presented by the utilities 
showing the approximate number of 
rural customers connected annually 
during the past twelve years and giv- 
ing an estimate of the number ex. 
pected to be connected during 1936, 
These figures, read from the chart, 
are tabulated below: 


* Estimated. 


The above data were cited in sup- 
port of the contention that the utili- 
ties were actually connecting more 
customers than had any cooperative 
associations and hence that the rules 


TABLE III 
Classification of Applications for Extensions under Rules 1 and 41 of General Order 2-U-965 


Length of Number Number 
Total 


Per Cent 

Cus- of Total 
tomers Customers 
Affected 

By Ob- By Ob- 


Per Cent 
of Total 
Mileage Mileage 
Affected 
By Ob- 


Extension Miles of Appli- of Ob- (% Ob- 
cations jections jections 

1 but not over 2 47 1 
2 but not over 3 26 3 65.82 
3 but not over 4 11 3 38.25 
4 but not over 5 5 1 : 22.90 
16 5 P 200.13 


399.51 


tomers2 jections jections 


285 


jections 
1.33 
7.10 212 
10.80 ; 115 
4.50 i 76 
40.68 : 557 


64.41 


Mileage 
72.41 


1,245 


1 Does not include one application involving 43 miles of line and approximately 50 contracting 


cree 13 


customers, which was withdrawn after objection. 

2 Reflects only those who have signed contracts at time application was made. 
in some instances. 

It is noteworthy that of the established in our order of March 
applications filed under Rules 1 and 20th, supra, were delaying rural elec- 
4, only 13, or 12.4 per cent were ob-  trification rather than helping. 
jected to. Approximately 212 cus- While these figures show a prom- 
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sing spurt in rural electrification, they 
are not determinative of the issues in- 
volved. There seems to be, neverthe- 
less, a considerable part of the rural 
public who have expressed interest in 
receiving electric service from other 
agencies. This group should not be 
cast aside and ignored. They are en- 
titled to consideration. These rival 
groups create the problems with which 
we must deal. 

At the hearings in these cases, 
the underlying controversy centered 
largely on the question whether grant- 
ing the utility’s application would 
weaken the economic basis of the 
cooperative project and thus post- 
pone the ultimate extension of service 
over a wider area. This is the old 
question whether the thickly settled 
portion of a rural area should help 
support electric extensions to the 
thinly settled sections. Should the 
“cream” and the “skimmed milk’’ be 


mixed? As might be expected, opin- 


ions differ on this question. Even 
among the farmers themselves, some 
desire service immediately without 
waiting for development of an exten- 
sion over a wider area, including farm- 
ers less favorably situated. In such 
cases the Commission has tried to as- 
certain the majority local sentiment 
and to work out a plan for wider ex- 
tensions of service. Where a utility’s 
extension rules and rates are adapted 
to the making of extensions on a proj- 
ect basis, such a procedure can and has 
been worked out. It has been the 
basis for adjusting certain cases in 
which objection was at first registered 
to the proposed extension. 

[3-5] The experience of the Com- 
mission in these cases indicates the 
point where limitations on the un- 
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trammeled right to make rural exten- 
sions should be applied, in the inter- 
est of an economic and widespread 
development of rural electric service. 
Our conclusion is that up to the point 
where a cooperative association is 
formed, and a loan contract signed, 
there should be an open opportunity 
to solicit customers and bring to them 
the information necessary to a choice 
of how and when electric service can 
be obtained. However, when a duly 
organized codperative association has 
laid out a project, and has signed a 
loan contract, it appears uneconomic 
to authorize additional construction 
by any other agency, without good 
cause shown, at least until the costs 
and conditions of service by the codp- 
erative are definitely known. On the 
other hand, where plans for a codp- 
erative have not reached this stage 
and where an existing utility has pro- 
jected an extension to reach bona fide 
applicants for service, denial of the 
privilege of construction by the util- 
ity, except for compelling reasons 
duly shown, appears unwarranted. 
We believe that rules regulating com- 
petition between the rival agencies 
which are consistent with the above 
policy are justifiable under the stat- 
utes as well as by equity. 

In view of the above considera- 
tions, the Commission herein will ex- 
tend the order of March 20th, supra, 
for a further period of ten months 
but will make certain modifications, 
which are summarized below. The 
first change in Rule 1 is to require all 
extensions of primary line to be sub- 
mitted to the Commission where a 
duly organized codperative associa- 
tion or other agency has filed with the 
Commission a definite project to 

15 P.U.R.(N.S.) 





WISCONSIN PUBLIC SERVICE COMMISSION 


which a clear majority of those af- 
fected have assented and for which 
funds to commence construction are 
assured. It is further provided that 
this restriction, so far as it relates to 
projects filed by a codperative or sim- 
ilar agency, will automatically lapse 
if within six months of such filing of 
a project the association has not fur- 
ther filed a contract for construction. 

The purpose of this modification is 
to prevent extensions of lines into a 
definite area projected by a compet- 
ing agency which has reached a stage 
of development where there is a rea- 
sonable prospect that duplicate lines 
might be constructed unless some re- 
straint were imposed. The lapse of 
this restriction if a construction con- 
tract is not filed within six months is 
intended to reopen the area in ques- 
tion to development. This is on the 
assumption that six months should be 
a reasonable period for a newly or- 
ganized agency with a financing con- 
tract to bring its plans to the stage 
of a contract for construction work. 
While it is true that we have no ju- 
risdiction to require nonutility agen- 
cies to file their projects, it appears to 
be to their advantage, as well as in 
the interest of orderly procedure, for 
them to do so. The Commission 
hereby asks their codperation in this 
regard and further requests that 
enough copies of maps showing the 
scope of the project be filed to permit 
sending one copy of this map to each 
utility affected. In this manner the 
utility will be informed of the restrict- 
ed zone. 

[6] The second modification raises 
the exempted length of line extension 
from 1 mile to 3 miles, but at the 
same time removes this exemption if 
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the proposed line is merely added to, 
previously exempt extension. Briefiy, 
if a utility desires to make only on 
primary extension of 3 miles or less, i 
need not apply to the Commission, 
However, if this is one link in a chain 
of short, exempt extensions, applica. 
tion shall be made to the Commission, 

The reason for this change is clear, 
The Commission has received com. 
plaints against chain extensions being 
resorted to by utilities to circumvent 
the procedure required in our, order 
of March 20th, supra. Hence, we have 
designed a rule intended to require 
review of such chain extensions on 
their merits. 

A few utilities have applied for ex- 
emptions under Rule 5. Our experi- 
ence does not indicate the need for 
any change therein. This rule pro- 
vides a method whereby delays may 
be avoided if the utility can meet cer- 
tain requirements of a systematic and 
economical development of rural serv- 
ice. 

Both before and since our order o/ 
March 20th, supra, we have received 
a number of letters from groups of 
farmers interested in forming coop- 
erative associations asking the Com- 
mission to prevent utilities from so- 
liciting customers among actual or 
prospective codperative members. The 
Commission can only repeat what was 
said on this subject in our opinion of 
March 20th (14 P.U.R.(N.S.) at p. 
29): 

“We have observed that the most 
serious difficulty with which the coop- 
erative associations have had to cor- 
tend has been the solicitation of its 
members or prospective members by 
utilities serving in the same territory. 
The economic forces of competition 
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have made such solicitation successful 
or at least partially successful only 
in those areas where the service and 
rates of the utility were at least on a 
par with the rates and service which 
the potential users had been led to be- 
lieve they could secure from the codp- 
erative association. We know of no 
statutory power by which the Com- 
mission could prohibit such competi- 
tive solicitation. We repeat that the 
potential users should be entitled to 
exercise their privilege of choosing 
the responsible agency from which 
they desire to receive service. The 
Commission stands ready and willing, 
as it has in the past, to give potential 
users such information as it possesses 
to assist them.”’ 

Based upon analysis of the forego- 
ing facts and considerations the Com- 
mission finds that an orderly and eco- 
nomic development of rural electrifi- 
cation will best be promoted by the 
issuance of the following order. 


It is therefore ordered, that the fol- 
lowing amended rules be and are here- 
by substituted for the provisions con- 
tained in General Order 2—U-965, 
dated March 20, 1936, supra, in so 
far as extensions of electric utilities 
in towns are concerned: 


Rule. 1. Transmission and Distribu- 
tion Lines. 

Unless and until compliance has 
been made with Rule 4 hereof, no 
electric utility shall construct or place 
in operation any line for the trans- 
mission or distribution of electrical 
energy in any town or clearly defined 
portion of a town or in any town or 
towns where service is proposed by a 
duly organized codperative associa- 
tion or other agency which has filed 
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with the Commission (1) a map show- 
ing the area proposed to be served, (2) 
a statement showing that a majority of 
the prospective customers in the area 
are included in the project, and (3) 
a duly executed loan contract for se- 
curing funds for construction, except 
that in any town or clearly defined 
portion of a town in which said util- 
ity was operating as of the date of 
this order, and in which no codpera- 
tive or other project has been filed as 
set forth above, the extension of sec- 
ondary lines of approximately 220 
volts or less or 3 continuous miles of 
primary line in a specific location 
which do not constitute an extension 
of a previous extension of 3 miles 
or less built after March 20, 1936, 
and which will serve not less than six 
applicants who have contracted for 
service or a proportional distance for 
one applicant, shall be exempt from 
this order. If within six months of 
the date of filing a project hereunder, 
the codperative association or other 
agency has not filed a construction 
contract, the exemption of single line 
extensions of 3 miles or less, not in 
a chain of such extensions, shall 
again be operative. 


Rule 2. Definitions. 

(a) The term “electric utility” as 
used in this order means and embraces 
every corporation, company, individ- 
ual, association, their lessees, trustees, 
or receivers appointed by any court, 
and every town, village, city, or pow- 
er district that may own, operate, 
manage, or control any plant or equip- 
ment within the state for the genera- 
tion, transmission, distribution, de- 
livery, or furnishing of electric ener- 
gy, directly or indirectly, to or for 
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the public. (b) The terms “line” or 
“lines” shall mean any wire circuit or 
circuits over which electrical energy 
may be transmitted or distributed. It 
shall include poles, towers, or other 
structures upon which such wire cir- 
cuit or circuits are carried, any under- 
ground or submarine construction for 
carrying such circuit or circuits, and 
also land, easements, or other rights 
of occupancy or use requisite for the 
construction and operation of such 
wire circuit or circuits. (c) The 
term “clearly defined portion of a 
town” shall mean a part of a town 
that is definitely described in an agree- 
ment heretofore entered into between 
electric utilities, or in any decision or 
order of a public authority having ju- 
risdiction in the premises that con- 
fers or limits the operative rights of 
an electric utility operating in the 
town. 


Rule 3. Conditions in Orders. 

The Commission in the issuance of 
certificates may find it in the public 
interest that such certificates be issued 


upon conditions. Any certificates 
thus issued subject to conditions must 
be accepted with the conditions at- 
tached. 

Note—If any utility deems the con- 
ditions imposed in the certificate to 
be unreasonable, illegal, or improper, 
its remedy is to request a hearing or 
rehearing at which such objections 
may be pointed out, and if the objec- 
tionable features are not stricken out 
by the Commission, then an appeal 
may be taken. 


Rule 4. Procedure. 

(a) Any electric utility desiring to 
extend its lines into a town or a 
“clearly defined portion of a town” 
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in which it was not serving as of thy 
date of this order, shall file with thy 
secretary of the Commission in trip 
licate an application for a certificat; 
of authority and shall set out suc 
information as will convey a full um 
derstanding of the circumstances sur 
rounding and the reasons justifying 
the proposed construction. The Com 
mission reserves the right to call fo 
such additional information as it may 
deem necessary. 

(b) Any electric utility desiring to 
make an extension not specifically ex- 
empted in Rule 1, of this order, into 
a town or “clearly defined portion of 
a town” in which it was already serv- 
ing exclusively as of the date of this 
order, shall file with the secretary of 
the Commission a notice and brief 
description of the proposed extension. 
Concurrently with the filing of the 
notice to the Commission, the utility 
shall file the same notice with the 
town clerk of the towns in which such 
extension is proposed. The Commis- 
sion shall immediately notify such 
parties as appear to have an interest 
in said extension including the Rural 
Electrification Codrdination Director. 
If no objection to said extension is 
filed with the Commission within ten 
days of receipt of the notice by the 
Commission and if the proposed ex- 
tension appears to meet the require- 
ments of the Commission, then the 
extension may be made without fur- 
ther notice. If objection is filed with 
the Commission or if the Commis- 
sion deems necessary an investigation 
on its own motion, a hearing shall be 
ordered and a certificate of authority 
granted or denied in accordance with 
the showing of public convenience and 
necessity. The Commission will also 
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immediately notify the utilities affect- 
ed when a project or construction con- 
tract has been filed in accordance with 
Rule 1. 


Rule 5. Provisions for Exemption. 

In order to minimize possible de- 
lays in extending rural lines by exist- 
ing utilities in areas already so devel- 
oped as to make another agency of 
supply uneconomical or in areas where 
no conflicts of interest exist or where 
projects have been submitted to the 
state coordinator, a procedure for se- 
curing exemption from the order 
herein is set forth below. It should be 
understood that where the order in 
this docket is not applicable the order 
in 2-U-20, as last amended July 20, 
1934, is still effective. 

Upon application to the Commis- 
sion, exemptions of particular areas 
from the order herein may be grant- 


ed to utilities meeting one or more of 


the following requirements; after 
findings and order that such exemp- 
tion is consistent with public conven- 
ience and necessity. 

(a) Subject to review and accept- 
ance by the Commission, the utility 
may file a memorandum of agree- 
ment with an organized group, com- 
mittee, or association of potential 
farm users of electricity, desiring re- 
tail electric service through some oth- 
er distributing agency; this agree- 
ment shall designate certain defined 
areas for solicitation of customers 
and building rural lines by the utility, 
and group, or association, which 
agreement satisfies the Commission 


that an economical and orderly devel- 
opment of rural electric service in the 
public interest will be served thereby. 
Such memorandum of agreement shall 
be signed by the responsible represen- 
tatives of the utility and farm group, 
committee, or association involved. 

(b) The utility may file maps or 
other satisfactory evidence showing 
that in a town, or clearly defined por- 
tion of a town, already occupied by 
the utility, it is already serving over 
50 per cent of the total rural service 
locations and no compact, unserved 
area of said town, which is accessible 
to another distributing agency, re- 
mains. 


(c) Subject to review and accept- 
ance by the Commission, the utility 
may file a revised rural extension rule 
(a) that is not discriminatory against 
present customers served, (b) that 
provides for the utility financing at 
its own expense extensions which 
would give adequate service, and (c) 
that the new extension rule requires 
assured revenue of not more than 
$144 per mile per year including 
1,800 kilowatt hours per year. 


Rule 6. Effective Date. 

This order shall for a temporary 
period ending July 1, 1937, apply to 
all extensions made or proposed to be 
made after September 1, 1936. 

It is further ordered, that jurisdic- 
tion is hereby retained in this pro- 
ceeding to make such alterations or 
amendments of this order as may ap- 
pear necessary and reasonable in the 
premises. 
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Village of Boonville 


Milo R. Maltbie et al. 


(272 N. Y. 40, 4. N. E. (2d) 209.) 


Return, § 18 — Right to allowance — Municipal plant. 


A municipality operating an electric plant is entitled to a return on the 
value of the property owned and used and useful in the public service. 


Commissions, § 17 — Jurisdiction — Statutory restrictions. 
Statement by New York court that the Public Service Commission may 
exercise only such powers as are conferred by the legislature, p. 379. 
Rates, § 428 — Municipal plants. 
Statement by New York court that the Commission may only interfere with 
rates fixed by a municipality for its electric plant when the rates are unjust 
and unreasonable, p. 380. 
Municipal plants, § 19 — Powers of Commission — Rates. 
Statement by New York court that the statute imposes a duty on the Com- 
mission to supervise rates for the same reason in the case of a municipally 
owned utility as in the case of a privately owned utility, namely, to prevent 
the fixing of rates that are unjust and unreasonable, p. 380. 
(Crane, C. J., and LoucHRAN, J., concur in separate opinion.) 
[October 6, 1936.] 
Fyne from order of appellate division annulling Commis- 
sion order fixing rates for a municipal electric plant; ques- 
_ tion certified to court answered in the negative, thereby sustain- 
ing order of lower court. For lower court decision see 245 
App. Div. 468, 14 P.U.R.(N.S.) 93, 283 N. Y. Supp. 460. 


¥ 


APPEARANCES: Sherman C. Ward, 
Acting Counsel, Public Service Com- 
mission; Andrews, Andrews & Mc- 
Bride (Paul Shipmen Andrews, of 
counsel), for respondent. 


Fincu, J.: The Public Service 
Commission appeals from an order of 
the appellate division, third judicial 
department, annulling by a divided 
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court a determination and order of the 
Public Service Commission fixing the 
rates to be charged by the municipal 
lighting plant of the village of Boon- 
ville within the village and in adjacent 
territory. The appellate division 
granted leave to appeal to this court 
and certified the following question: 
“Did the Public Service Commission 
in its determination fixing rates in 
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this proceeding properly decide that 
as a matter of law such rates should 
not include a return on the value of 
the property owned by the village and 
used and useful in the public service?” 

Upon this appeal the facts are not 
in dispute. The Public Service Com- 
mission in two opinions specifically re- 
fused to make any determination as to 
the present value of the Boonville elec- 
tric plant and fixed rates designed to 
produce no return as such upon any 
valuation. The single question pre- 
sented to the appellate division was 
whether the Public Service Commis- 
sion as a matter of law could legally 
deny any return on the value of the 
property owned by the village, used 
and useful in the public service in pro- 
viding electricity. 

The Public Service Commission 


made certain findings of fact which 
are not questioned upon this appeal. 


In brief the determination of the Com- 
mission was aimed to produce rates 
which, although not permitting any 
return to the village on the value of 
the property, were sufficient to cover 
all operating expenses and costs, in- 
cluding an amount considered ample 
for any service provided by municipal 
officers or employees and the value of 
all supplies and office space furnished 
by the village. Also an allowance was 
made for uncollectible bills and an 
amount estimated to be equal to all 
taxes which would have been paid to 
the village by a private plant of the 
same extent and character as the mu- 
nicipal plant. In addition there was 
an allowance to compensate the tax- 
payers of the village for the risk in 
the construction of the plant, particu- 
larly as to that part of the plant which 
lies outside the municipal limits and 
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an amount allegedly sufficient for re- 
newals or minor extensions so as to 
“avoid the necessity of repeated small 
issues of securities.” In short the 
Commission claimed that the rates 
fixed were sufficient not only to pro- 
duce sums equal to all necessary ex- 
penses but to permit in addition a re- 
turn of approximately $3,400 annual- 
ly over this amount to take care of un- 
foreseen contingencies. 

A short history of the Boonville 
municipal lighting plant is pertinent. 

In 1901, the voters of the village 
of Boonville adopted a proposition for 
the construction of a municipal light- 
ing plant. In 1903, village bonds in 
the sum of $45,000 were sold and the 
lighting plant was constructed from 
the proceeds to furnish service both 
to residents and business in the village. 
Originally the village plant generated 
all the electrical energy needed but 
with the growth of the demand this 
plant proved inadequate and arrange- 
ments were made to purchase addi- 
tional current from another utility 
company. Shortly after the establish- 
ment of the village lighting system 
there arose a considerable demand for 
service from persons residing in ad- 
jacent towns. To provide this service 
rural lines were constructed by the 
village until the latter now owns and 
operates 78 miles of distribution wires 
outside the village. 

From the first and continuously 
thereafter the electric plant has been 
a financial success. The original bond 
issue was completely retired and no 
other issue has been necessary. All 
extensions and improvements have 
been paid for from operating profits 
or by short term loans which have 
been completely repaid from operating 
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profits. Since 1931 the village has 
had outstanding no lighting plant se- 
curities. In addition to retiring the 
original bond issue and financing all 
improvements and extensions to the 
plant, the profits have enabled the vil- 
lage to accumulate by 1934 a surplus 
of $249,000 and a fixed capital ac- 
count of $220,088, besides turning 
over to the general village fund for the 
expenses of the village $5,000 in each 
of the last two fiscal years. In addi- 
tion to these earnings the village for 
the last five years has provided free 
both municipal service and street light- 
ing. 

In 1932, two bodies of consumers, 
one living within the village and the 
other outside the village, filed com- 
plaints against the village with the 
Public Service Commission seeking to 
reduce the cost of electric service to 
consumers claiming that the village 
when it undertook to render this es- 
sential service for the benefit of its in- 
habitants had been restricted by the 
legislature so that as a matter of law it 
could not charge a rate, however rea- 
sonable as a matter of fact, which 
would be sufficient to include any re- 
turn, however small, on the value of 
the property owned by the village and 
used and useful in the public service. 

These two sets of complaints filed 
with the Public Service Commission 
were consolidated into this one pro- 
ceeding. Hearings in the consolidated 
case were had at various times over a 
period of three years. During these 
hearings the village offered to show 
that the revenue received during the 
year ending September 30, 1934, from 
its municipal lighting plant would 
equal a return of 6.1 per cent upon its 
original cost and 4.1 per cent on a re- 
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production cost basis. The village al- 
so offered to show cost of reproduc- 
tion new less depreciation of the plant, 
going concern value, and fair and 
reasonable value. This evidence the 
Commission refused to receive. In 
1934, the Commission wrote an opin- 
ion and a further opinion in 1935 
holding in substance that the village 
was restricted by law to furnishing 
electricity at cost to consumers and 
that no return as such may be earned 
upon the value of the property used in 
furnishing this service. In its opinion 
dated March 2, 1935 (8 P.UR. 
(N.S.) 493, 498), the Commission 
said: 

“The profit motive should not en- 
ter into the consideration. 
It is believed that a just and reason- 
able rate to be charged for electricity 
by a municipal plant should be based 
strictly upon actual costs, including 
proper and necessary reserves. 
Again, the Commission believes that 
the making of rates for municipalities 
should not be encumbered with all the 
proof as to reproduction cost and the 
many imaginary and conjectural ele- 
ments that have been presented to reg- 
ulatory bodies making rates for pri- 
vate companies.” 

The Commission further held that 
it was against sound public policy to 
permit a municipality to accumulate 
profit over and above suitable reserves 
so that such profit might be used to re- 
lieve the general tax burden or to pro- 
mote other municipal projects. The 
interest of the consumer, so held the 
Commission, must be paramount to all 
other interests. 

Thereafter, the Commission, by or- 
der, imposed upon the village a lower 
schedule of rates. Application was 
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made to the Commission for a rehear- 
ing but it was denied. The village 
then obtained an order of certiorari to 
review the proceedings of the Public 
Service Commission. 

The appellate division, third depart- 
ment, as noted, annulled the order and 
remitted the matter to the Commis- 
sion, 245 App. Div. 468, 14 P.U.R. 
(N. S.) 93, 283 N. Y. Supp. 460. 

The village contends that the Pub- 
lic Service Commission in taking the 
position that a municipally owned and 
operated plant must operate at cost 
and may not earn a profit as such on 
the value of the property used and use- 
ful in the public service has exceeded 
the powers granted to the Commission 
by the legislature and has deprived 
the village of its property without due 
process of law in contravention of the 
provisions of the state and Federal 
constitutions. 


We note that the village owns and 
operates its lighting plant in its pro- 
prietary as contrasted with its govern- 
mental capacity, but is unnecessary to 
consider the effect, if any, of this dis- 


tinction. We reserve any questions 
which may arise under the state or 
Federal constitutions since the case at 
bar turns solely on the construction to 
be given to the Public Service Com- 
mission Law. More specifically the 
question presented here is whether the 
legislature has conferred upon the 
Public Service Commission power and 
authority to determine as a matter of 
policy whether rates charged by a mu- 
nicipally owned plant should include 
any return on the value of the proper- 
ty owned by the village and used and 
useful in the public service. In other 
words, is a rate fixed by a municipally 
owned utility unreasonable solely be- 
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cause it includes in addition to all un- 
necessary operating expenses and an 
amount for reserves and depreciation, 
a return by way of profit upon the 
reasonable value of the property used 
in the public service? 

Apparently this question has never 
been adjudicated by the courts of this 
state, although many other jurisdic- 
tions have held that a return by way 
of profit may be obtained. 

In the consideration of the powers 
granted to the Public Service Com- 
mission we start with the settled prin- 
ciple that the Commission may exer- 
cise only such powers as are conferred 
upon it by the legislature. People ex 
rel. Municipal Gas Co. v. Public Serv- 
ice Commission, 224 N. Y. 156, 165, 
P.U.R.1918F, 781 ,120 N. E. 132. 

The power of the Commission with 
reference to rates charged for electric- 
ity by the village of Boonville is found 
in the Public Service Commission 
Law, Art. 24, § 66 subd. 5: “When- 
ever the Commission shall be of opin- 
ion that the rates 
of any such person, corporation, 
or municipality are unjust, unrea- 
sonable the Commission shall 
determine in the manner pro- 
vided by and subject to the provisions 
of § 72 of this chapter the just and 
reasonable rates thereafter to 
be in force for the service to be 
furnished.” Section 72 of said law 
provides, in part: “. In deter- 
mining the price to be charged for 

electricity the Commission may 
consider all facts with due re- 
gard among other things to a reason- 
able average return upon capital ac- 
tually expended and to the necessity of 
making reservations out of income for 
surplus and contingencies.” Section 
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364 of the General Municipal Law 
provides: “. all of the provi- 
sions of the public service 
law, so far as the same are applicable, 
shall apply to a municipal corpora- 
tion.” 

The village of Boonville concedes 
jurisdiction of the Public Service 
Commission to regulate rates charged 
by it for electricity so as to prevent 
unreasonable rates. Even without 
this concession, the right to regulate 
utility rates against unreasonable and 
unjust charges is a power vested in 
the state and may be delegated to the 
Public Service Commission. Saratoga 
Springs v. Saratoga Gas, E. L. & 
Power Co. (1908) 191 N. Y. 123, 83 
N. E. 693, 18 L.R.A.(N.S.) 713, 
14 Ann. Cas. 606. 

It is elementary that privately 
owned utilities must be allowed a fair 
return on the value of their property 
used and useful in the public service. 
Smyth v. Ames (1898) 169 U. S. 
466, 42 L. ed. 819, 18 S. Ct. 418; 
Municipal Gas Co. v. Public Service 
Commission, 225 N. Y. 89, P.U.R. 
1919C, 364, 121 N. E. 772; Minne- 
sota Rate Cases (1913) 230 U. S. 
352, 57 L. ed. 1511, 33 S. Ct. 729, 
48 L.R.A.(N.S.) 1151, Ann. Cas. 
1916A, 18. 

The state has authorized villages 
to establish electric light plants (Vil- 
lage Law, Art. 10) and has given to 
the villages the power in the first in- 
stance to fix rates (Village Law, § 
246). The Public Service Commis- 
sion may only interfere when the rates 
so established are unjust or unrea- 
sonable (Public Service Commission 
Law, § 66, subdivision 5). The stat- 
ute imposes a duty on the Public Serv- 
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ice Commission to supervise rates for 
the same reason in the case of a mu- 
nicipally owned utility as in the case 
of a privately owned utility, namely, 
to prevent the fixing of rates that are 
unjust and unreasonable. Also the 
statute provides that the rate must be 
fixed by the Public Service Commis. 
sion in each instance “. with 
due regard, among other things, to a 
reasonable average return upon capital 
actually expended and to the necessity 
of making reservations out of income 
for surplus and contingencies.”’ These 
words of the statute negative the claim 
of the Public Service Commission 
that in the case of a municipality it 
may disregard entirely any return on 
capital actually expended. The Pub- 
lic Service Commission justifies its ac- 
tion because the municipality has paid 
back the capital which it borrowed. 
But if a privately owned utility had 


paid off its indebtedness, it would still 
be entitled to a fair return upon the 
value of the property. In the absence 
of any statutory prohibition a munici- 
pally owned electric plant may not be 
penalized for its thrift in putting back 
as invested capital all or a portion of 


its earnings. Nothing in the statute 
authorizes the Public Service Com- 
mission to treat differently a privately 


owned and a municipally owned utility 


so as to allow the former a reasonable 
profit and the latter no profit. If pow- 
er is given to the Public Service Com- 
mission to deny any return by way of 
profit to a municipally owned utility, 
such authority must be found in the 
statute. Yet not only do we find no 
attempt by the legislature to state a 
different rule, but, on the contrary, 
identical language is used as to each 
class of utility. 
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We are only in a position now to 
determine upon this record that there 
must be allowed some return to the 
nunicipality upon the value of its elec- 
ric plant used and useful in the public 
ervice. The rate of return and the 
nethod of arriving at this value we 
kave in the first instance to the Pub- 
ic Service Commission as the expert 
fact finding body. Upon this record 
hefore us the sole issue is whether or 
not any return at all should be al- 
lowed, and the facts have been collated 
and presented with this issue solely in 
view. Upon this data and this record 
the Public Service Commission has de- 
tded that as between no return by 


way of profit and some return, as a 
matter of law no return should be al- 
lowed. The issue should not have 
been between no return and some re- 
turn, but what is a reasonable return 
to the municipality. A court obvious- 
ly is not equipped to collate the neces- 
sary data and facts upon these issues 
and therefore the matter must be re- 
mitted to the Public Service Commis- 
sion. 

The order should be affirmed, with 
costs, and the question certified an- 
swered in the negative. 

Crane, C. J., concurs in result in 
separate opinion in which Loughran, 
J., concurs. 
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Re Nelson Telephone Company 


[2-SB-71.] 


Security issues, § 49 — Grounds for disapproval — Inadequate income. 


Authority to issue serial bonds for the purpose of paying outstanding in- 
debtedness should not be granted when prospective revenues will be in- 
sufficient to meet the fixed charges, including interest on present obligations, 
interest on the bonds, and an appropriation for bond retirement. 


[September 30, 1936.] 
J geen! by telephone company for authority to tssue 


bonds; application denied. 


By the Commission: The applica- 
tion in the above-entitled matter was 
fled with the Commission on August 
17, 1936, and requests, in substance, 
authority to issue $5,000 principal 
amount of 5 per cent bonds for cash 
ata discount of 5 per cent for the pur- 
pose of paying outstanding indebted- 
ness, consisting of notes and accounts 
payable, amounting to $4,724.95. 
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The company proposes to issue these 
bonds as of December 1, 1936, and 
to have them mature serially as fol- 
lows: 


$300 per year for the first 2 years, 
$400 per year for the next 6 years, 
$500 per year for the next 4 years. 


With the application, the petitioner 
submitted its balance sheet as of De- 
cember 31, 1935, and its income state- 
ment for the year ended December 31, 
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1935. The balance sheet is shown be- 
low as Table I: 


TaBie I 


Assets 
A al and plant 


as 
Notes and bills receivable 
Accounts receivable 


Liabilities 
Common stock 
Mortgage on residence real estate 
Depreciation reserve 
Notes and bills payable 
Accounts payable 
Taxes accrued 
Interest accrued 
Surplus 


$20,019.76 


The income statement for the year 
ended December 31, 1935, and a com- 
parison with the two previous years is 
shown in condensed form in Table 
II: 


3,500.00 


authorized to be sold for cash for the 
purpose of paying outstanding in. 
debtedness. 

In the pending application, the com. 
pany states, in part, that it has not had 
sufficient earnings to pay dividends on 
its common stock, that, for this rea- 
son, the additional $4,000 of common 
stock was not issued, and that it would 
be willing to have the authorization 
for the issuance of said $4,000 of 
common stock withdrawn. In other 
words, the company desires to cancel 
the authority to issue $4,000 of com- 
mon stock and to issue $5,000 of 
bonds in lieu thereof when it admits 
that there are insufficient earnings to 
pay common stock dividends. 


Under the pending proposal, the 
company would have the following 


Tasie II 


Operating revenues 


Operating expenses 
Depreciation expense 
Tax expense 


Total operating expense 


Net operating revenue 
Non-operating revenue 


Gross income 


Interest on mortgage 
Interest on floating debt 


Total interest deductions 


Net income 


The petitioner now has authority to 
issue $4,000 of common stock in ad- 
dition to the $6,000 of common stock 
shown as outstanding in the above bal- 
ance sheet. This $4,000 of author- 
ized, but unissued, common stock was 
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1934 
$3,328.68 


1935 
$3,321.49 


1933 





$1,856.12 $1,784.00 
780.00 780.00 
156.88 201.08 


$2,793.00 $2,765.08 


$1,878.57 
780.00 
158.99 





$2,817.56 





$556.41 
40.80 


$597.21 








$175.00 
303.60 


$478.00 








$118.61 


fixed charges averaging $737.92 per 
year: 


Annual interest on mortgage 

Average interest charge on $5, 
bonds over a period of 12 years ... 

Average annual retirement of principal 
amount of bonds over 12 years .... 


Total See eeeeeSeereeeseseeeeeere 


416.67 
$737.92 
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RE NELSON TELEPHONE CO. 


A study of the financial statements 
of the company indicates that it would 
sot have available deprecation reserve 
inds to retire the principal amount of 
ponds and that, therefore, these retire- 
ments must result in additional 
dharges to income. 

The total operating revenues have 
en steadily declining for the past 
fve years and there is nothing in the 
record now before us to indicate that 
the revenues will show an increase; 
but, assuming that the revenues will 
not be reduced below the amount 
shown in Table II, the granting of the 
wthority, as requested in the pending 
aplication, would result in a deficit as 
shown in the following income state- 
ment for 1935: 


Taste III 


Total operating revenues 
Total operating expenses 


$3,321.49 
2,765.08 


$556.41 
40.80 


$597.21 


Net operating revenues 
Non-operating revenues 


Gross income 


Interest on mortgage $175.00 


Interest on $5,000 of bonds 
(average) 

Appropriation to sinking fund to 
retire bonds (average) 


Total deductions from gross income $737.92 


Net deficit ($140.71) 


Under the provisions of § 184.06 of 
the Wisconsin Statutes, the Commis- 
sion is required to find that the finan- 
cial condition, plan of operation, and 
proposed undertakings of the corpo- 
ration will afford reasonable protec- 
tion to purchasers of the securities to 
be issued before a certificate of au- 
thority may be issued. In view of 
the facts now before us, the Commis- 
sion cannot find that reasonable pro- 
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tection will be afforded to the purchas- 
ers of the $5,000 of bonds, authority 
for the issuance of which is requested 
by petitioner, when the proposal will 
result in annual deficits as shown 
above. In fact, the income accounts 
of the company for the past five years 
show that it never had sufficient in- 
come to provide for the fixed charges 
attendant upon the issuance of these 
bonds. It follows, therefore, that the 
pending application should be de- 
nied. 

This leaves for consideration the 
claim that the company cannot issue 
additional common stock to secure 
funds for the purpose of paying these 
obligations because there were insuff- 
cient earnings to pay dividends on said 
common stock. The company does 
not state what it considers to be suffi- 
cient earnings. The financial reports 
of the company indicate that if the 
company had sold the $4,000 of addi- 
tional common stock, it would have 
had earnings sufficient to pay the fol- 
lowing dividends for the years indi- 
cated : 

Dividend on 


Net $10,000 of 
Income Common Stock 
4.22% 
3.60 
4.30 
3.87 


It is true that these dividends would 
not be large, but it is equally true that 
if these dividends are not considered 
sufficient for common stockholders, 
the income is insufficient to pay 
the fixed charges on the bonds. It 
would appear fundamental that the 
Commission should not authorize the 
issuance of a senior security, especial- 
ly, as in this case, when it is based on 
15 P.U.R.(N.S.) 
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a less favorable showing and future provisions of Chap. 184 of the Sta 
prospects. In view of the facts now utes. 

before us, the Commission finds and It is therefore ordered, that the ap- 
determines that the proposed issuance plication in the above-entitled matter 
of bonds does not comply with the be and the same is hereby denied. 





FEDERAL POWER COMMISSION 


Re Northern Pennsylvania Power 


Company et al. 


[Order and Opinion No. 22, Docket No. IT-5000.] 


Consolidation, merger, and sale, § 68 — Burden of proof. 
1. The burden is upon the applicants to prove the facts necessary to sup- 
port a finding by the Federal Power Commission that the sale of the prop- 
erty of one corporation to another, under § 203 of the Federal Power Act, 
will be consistent with the public interest, p. 387. 


Consolidation, merger, and sale, § 19 — Public interest — Purposes of Federal 
Power Act. 
2. The Federal Power Commission, in order to resolve the question of 
public interest on an application for approval of a sale of public utility 
property, must have recourse to the broad purposes of the Federal Power 
Act in determining the standard to be applied, p. 387. 


Consolidation, merger, and sale, § 19 — Public interest — Elements considered. 
3. The Commission, in acting upon an application under § 203 of the Fed- 
eral Power Act for authority to sell public utility property, must take an 
over-all view of the various results which might follow the consummation 
of the transaction proposed—some results appearing to be affirmatively 
beneficial, some actually or potentially detrimental, while others may be in- 
consequential; and the Commission must weigh the good against the bad 
in order to be able to find either that the proposed transaction is consistent 
or inconsistent with the public interest, p. 388. 


Consolidation, merger, and sale, § 33 — Grounds for disapproval — Withdrawal 
of liquid assets by parent company. 
4. An application for authority to sell the property of a public utility cor- 
poration to another corporation under common ownership for a considera- 
tion consisting of cash and securities should be denied as not in the public 
interest, notwithstanding certain advantages which would result from the 
transaction, when the effect would be that the holding company would 
withdraw to itself the cash and securities from the liquid assets of an 
operating subsidiary without commensurate benefits to such subsidiary, 
. 389. 

. [September 22, 1936.] 


E dowd petition by electric utility corporation for approval of 

the sale of the property of one of such corporation to the 
other ; denied. 

15 P.U.R.(N.S.) 384 
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RE NORTHERN PENNSYLVANIA POWER CO. 


AppEARANCES: C., E. Paxson and 
Harold J. Ryan, for the applicants; 
Oswald Ryan, General Counsel, and 
Willard W. Gatchell and D. L. King, 
Attorneys for the Commission. 


By the Commission: The joint ap- 
plication of Northern Pennsylvania 
Power Company and Metropolitan 
Edison Company, applicants in the 
present proceeding, seeks an order of 
the Commission authorizing the sale 
of all the property of the former com- 
pany to, and the assumption of all its 
existing obligations by, the latter com- 
pany for a consideration of $2,532,- 
040.09, as of April 30, 1935, such 
consideration to be adjusted upward 
or downward, according to fluctua- 
tions arising in the normal course of 
business, both as to assets and liabili- 
ties. The sum of $1,537,911.80 is to 
be paid by Metropolitan Edison Com- 
pany in cash, and the balance with ad- 
justments is to be paid in 44 per cent 
gold bonds of Associated Electric 
Company, refunding series due 1956, 
now owned by Metropolitan Edison 
Company. These bonds are to be tak- 
en at their average cost to Metropoli- 
tan Edison Company or at the market 
price thereof at date of closing of sale, 
whichever is the greater, with adjust- 
ment for accrued interest on such 
bonds. 

The cash part of the consideration 
represents the proceeds of bonds sold 
by Metropolitan Edison Company in 
1931. Such bonds were issued in part 
to cover expenditures already made 
for capital improvements, and in part 
for making specific additions and bet- 
terments to the company’s property. 
By reason of the nation-wide busi- 
ness depression, however, the spec- 
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ified additions were not made, and 
the sum of $1,537,518.44 of the pro- 
ceeds of the bond issue was invested 
by the Metropolitan Edison Company 
in Associated Electric Company 4} 
per cent bonds. In 1935, the Pennsyl- 
vania Public Service Commission or- 
dered the company to turn such bonds 
back into cash and to maintain the 
sum realized therefrom, amounting to 
$1,537,911.80, in a fund separate 
from its other cash and to make with- 
drawals therefrom only for the pay- 
ment of the cost of new additions to 
the company’s fixed capital, or for 
such other purpose as the Pennsyl- 
vania Public Service Commission 
might approve. 

This Commission, in passing upon 
this application, does not purport to 
determine the propriety under the 
Pennsylvania law of including this 
cash item in the consideration. Nor 
has this Commission made any inves- 
tigation as to the fairness or adequacy 
of the purchase price of $2,532,- 
040.09 because in its opinion the ap- 
plication must be disposed of on 
grounds which make the amount of 
the consideration immaterial, and in 
which disposition it may be conceded 
for the purpose of argument only that 
the proposed consideration is fair and 
adequate. 

A hearing was held in the matter on 
March 26, 27, and 28, 1936, before 
Trial Examiner Frank A. Hampton, 
at which extensive testimony was tak- 
en. Subsequently briefs were submit- 
ted by applicants and by counsel for 
the Commission. The Commission 
has carefully examined the entire rec- 
ord in this matter, including all the 
evidence introduced at the hearing, in 
arriving at its decision herein. 

15 P.U.R.(N.S.) 
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The evidence at the hearing shows 
that Northern Pennsylvania Power 
Company is engaged in the business of 
generating, transmitting and distrib- 
uting electric energy to consumers in 
the counties of Bradford, Lackawan- 
na, Lycoming, Potter, Sullivan, Sus- 
quehanna, Tioga, Wayne, and Wyom- 
ing in north central and northeastern 
Pennsylvania; that through a long- 
term lease of the properties of its 
wholly owned subsidiary, Waverly 
Electric Light & Power Company, is 
also engaged in the business of sup- 
plying electricity at retail in the vil- 
lage of Waverly and vicinity in the 
state of New York; that this appli- 
cant sells approximately 30,000,000 
kilowatt hours of electric energy an- 
nually but generates in its own plants 
only approximately 4,000,000 kilowatt 
hours, purchasing the remainder from 
affiliates ; that it owns a steam generat- 
ing plant at Towanda and small hy- 
droelectric generating plants at Mun- 
cy, Tunkhannock, Oakland, and 
Lanesboro, Pennsylvania; that it is 
the owner of facilities for the trans- 
mission and distribution at retail of 
electricity within the state of Pennsyl- 
vania and has electric transmission 
and distribution lines over which it 
transmits electric energy to the lines 
which it operates as lessee within the 
state of New York for distribution 
within that state; that it purchases 
electric energy at wholesale at the 
New York-Pennsylvania state line 
from New York State Electric & Gas 
Corporation, an affiliated New York 
corporation, which energy the appli- 
cant transmits over its own transmis- 
sion lines within the state of Pennsyl- 
vania for sale at retail to its consum- 
ers therein, and also for retransmis- 
15 P.U.R.(N.S.) 


sion into the state of New York fo, 
sale at retail to consumers in Waverly 
New York, and vicinity ; that this ap 
plicant also has interconnections with 
New York Central Electric Compan 
and Elmira Light, Heat & Powe 
Company, both affiliates; and that it 
has electric transmission lines crossing 
the New York-Pennsylvania state line. 
The evidence also shows that Met- 
ropolitan Edison Company is engaged 
in the business of generating, manu- 
facturing, purchasing, transmitting, 
distributing, selling, and supplying 
electricity and gas for lighting, heat- 
ing, and industrial and general utility 
purposes and steam for steam heating; 
that it supplies electricity in the coun- 
ties of Adams, Berks, Bucks, Chester, 
Cumberland, Dauphin, Lancaster, 
Lebanon, Lehigh, Monroe, Montgom- 
ery, Northampton, Pipe, and York; 
that it supplies gas in the counties of 
Lancaster, Berks, and Northampton 
and steam heat in the city of Easton, 
Northampton county, all in the state 
of Pennsylvania; that it possesses 
large generating plants, its principal 
plants being located at Middletown, 
Pennsylvania, on the Susquehanna 
river, a steam plant, with a capacity 
of 60,000 kilowatts; another steam 
plant at Reading on the Schuylkill 
river, with a capacity of 69,000 kilo- 
watts, and a third steam plant at 
Easton, Pennsylvania, on the Lehigh 
river with a capacity of 30,000 kilo- 
watts ; that it has also a hydroelectric 
plant on the Susquehanna river at 
York Haven, with a capacity of 19, 
000 kilowatts, and several small hy- 
droelectric plants, including one on the 
Schuylkill river near Reading ; one on 
the Lehigh canal at Easton and one 
at Stroudsburg; that the total gener- 
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RE NORTHERN PENNSYLVANIA POWER CO. 


ating capacity of its plants is in the 
neighborhood of 172,000 kilowatts, 
with a peak load of approximately 
110,000 kilowatts; that this applicant 
tas a large high-tension transmission 
system which is interconnected with 
imilar systems and plants of other 
operating public utilities within and 
without the state of Pennsylvania; 
that it sells electric energy in the state 
of Maryland at wholesale ; and that the 
dectric transmission lines of this ap- 
licant cross the state lines between 
the states of Pennsylvania and New 
Jersey and the states of Pennsylvania 
and Maryland. 
Northern 


Pennsylvania Power 


Company, as of April 30, 1935, had 
issued and outstanding 22,130 shares 
of common stock without par value, 
all of which is owned by NY PA NJ 
Utilities Company, a holding company 
subsidiary of Associated Gas and 
Electric Corporation, which in turn 


isa holding subsidiary of Associated 
Gas and Electric Company. Its fund- 
ed debt as of the same date amounted 
to $4,004,000 of 5 per cent bonds of 
three series, having varying maturi- 
ties. Metropolitan Edison Company 
as of April 30, 1935, had issued and 
outstanding 360,780 shares of com- 
mon stock without par value, all of 
which was owned by NY PA NJ Util- 
ities Company. It also had 5,734 
shares of no par value prior preferred 
stock, $7 dividend series, 91,802 
shares of no par value prior pre- 
ferred stock $6 dividend series, 199 
shares of no par value prior preferred 
stock $5 dividend series, 11,518 
shares of cumulative preferred stock 
$7 dividend series, 95,886 shares of 
cumulative preferred stock $6 divi- 
dend series, and 5,686 shares of cu- 
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mulative preferred stock $5 dividend 
series. Most of the preferred stock 
is held by the public. Metropolitan 
Edison Company as of the same date 
had a funded debt of $40,715,900, 
of which approximately $11,000,000 
has since been refunded or in the proc- 
ess of refunding at a lower interest 
rate. 

[1] Applicants are before this 
Commission by virtue of the provi- 
sions of § 203 of the Federal Power 
Act, which requires Commission au- 
thorization for a transaction of this 
nature and which directs the Com- 
mission to approve the proposed 
transaction if the Commission finds 
that it “will be consistent with the 
public interest.” The burden is upon 
the applicants to prove the facts nec- 
essary to support such finding. The 
Commission may grant any applica- 
tion in whole or in part and upon such 
terms and conditions as it finds neces- 
sary or appropriate to secure the 
maintenance of adequate service and 
the codrdination in the public interest 
of facilities subject to the jurisdic- 
tion of the Commission. 

[2] In considering application filed 
under § 203, the Commission, in or- 
der to resolve the question of public 
interest, must have recourse to the 
broad purposes of the Federal Power 
Act in determining the standards to 
be applied. 

Such is the clear meaning of the 
language used by the Supreme Court 
in Texas v. United States (1934) 292 
U. S. 522, 531, 78 L. ed. 1402, 54 S. 
Ct. 819, construing a section of the 
Interstate Commerce Act which pro- 
vides as the condition of approval of 
proposed acquisitions of property a 
finding by the Interstate Commerce 
15 P.U.R.(N.S.) 
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Commission that such acquisitions 
“will be consistent with the public in- 
terest.” The court then said: 

“The criterion to be applied by the 
Commission in the exercise of its au- 
thority to approve such transactions 

is that of the controlling pub- 
lic interest. And that term as used 
in the statute is not a mere general 
reference to public welfare, but, as 
shown by the context and purpose of 
the act, ‘has direct relation to adequa- 
cy of transportation service, to its 
essential conditions of economy and 
efficiency, and to appropriate provi- 
sion and best use of transportation 
facilities.’”’ (Italics supplied. ) 

See also New York Central Securi- 
ties Corp. v. United States (1932) 
287 U. S. 12, 77 L. ed. 138, 53 S. Ct. 
45. 

The important part of the above- 
quoted language as it relates to this 
Commission’s criteria for the finding 
to be made under § 203 (a) is not 
the discussion of the general divisions 
or subjects of the criteria the Inter- 
state Commerce Commission may use 
to test the public interest under the 
Interstate Commerce Act, but is the 
statement as to how and from what 
source such criteria are properly as- 
certained. The court’s language in 
the above case gives this Commis- 
sion not the criteria, but the guide 
and method by which it may ascertain 
and set up those criteria, to wit, by 
reference to the context and purposes 
of the act. It may well be regarded 
that there are embraced within the 
purposes of the Public Utility Act of 
1935, of which the Federal Power 
Act is an integral part, at least such 
matters as the securing of reasonable 
wholesale rates in interstate com- 
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merce, the prevention of unfair dj 
crimination in wholesale rates an( 
services in interstate commerce; the 
free flow of electric energy in inter 


ties; the protection of such publi 
utilities from improper depletion of 
their assets by holding companies; th 
appropriate coordination of facilities 
in the interests of consumers and in 
vestors ; the maintenance of adequate 
service ; and the conservation of pul 
lic utility assets so as to provide nec 
essary additions and extension of fa- 
cilities to meet the expanding needs of 
the public for electric energy, and 
thus accomplish the most effective use 
of the assets of operating companies 
for the public benefit. 

[3] The Commission in acting up- 
on an application under § 203 is called 
upon to weigh carefully the various 
results which might follow the con- 
summation of the transaction pro- 
posed. Some results may appear to 
be affirmatively beneficial, some actu- 
ally or potentially detrimental, while 
others may be inconsequential. The 
Commission must take an over-all 
view, weighing the good against the 
bad, in order to be able to find either 
that the proposed transaction is con- 
sistent or is inconsistent with the 
public interest. 

In the present case, it may be cor- 
ceded that the consolidation of the 
properties in question would effect 
some savings in bookkeeping, audit- 
ing, report making, and the like, and 
would accomplish a simplification of 
corporate and financial structures. 
Also, it appears from the record that 
if the Northern Pennsylvania proper- 
ties were added to the Metropolitan 
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Edison system, Metropolitan Edison 
Company would be able to refinance 
the funded debt against such proper- 
ties at a substantial saving, assuming 
the continuance of a favorable mar- 
ket, although in this respect, there is 
no definite showing that the North- 
en Pennsylvania Company could not 
itself refinance its funded debt at a 
substantial saving. 

[4] Balanced against the advan- 
tages which may flow from the pro- 
posed transaction is a feature which 
appears to the Commission to out- 
weigh such benefits. If the transac- 
tion were approved, the effect would 
be that the holding company would 
withdraw to itself $2,532,040.09 in 
ash and securities from the liquid 
assets of operating subsidiaries with- 
out commensurate benefits to such 
subsidiaries. NY PA NJ Utilities 


Company, by the proposed transac- 
tion, would have its current financial 


position improved to the extent of 
$2,532,040.09 with a concurrent and 
qual impairment in the current posi- 
tion of its operating subsidiary, Met- 
topolitan Edison Company. If the 
transaction were completed, NY PA 
NJ Utilities Company would own 
and control through one subsidiary, 
instead of two, precisely the same op- 
eating properties that it owned and 
controlled before and it would be en- 


titled to the same total profits real- 
ized therefrom. The transaction can- 
not be dealt with upon the same basis 
as if the applicants were independent 
companies, and this Commission’s 
duty in the present circumstances 
goes beyond a scrutiny to determine 
more fairness of price and effect up- 
on efficiency and economy in opera- 
tions. 

Stripping the transaction of sur- 
face fictions and looking to the par- 
ties actually interested therein, the 
Commission readily identifies the real 
purchaser and real seller as NY PA 
NJ Utilities Company and recognizes 
the fact that this transaction will re- 
sult in a transfer of current assets 
from a subsidiary to a parent com- 
pany without the necessary compen- 
sating benefits to the former which 
the public interest demands. 

Since the Commission, after careful 
examinations of the evidence of rec- 
ord, reaches the conclusion that the 
proposed transaction in its present 
form cannot be found to be consistent 
with the public interest, it is unneces- 
sary to discuss in this opinion other 
elements entering into this considera- 
tion of public interest. 

The application herein sought is, 
therefore, denied and order will issue 
in conformity with this opinion. 





15 P.U.R.(N.S.) 
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Re Northern Pennsylvania Power 
Company et al. 


[Application Docket No. 33774.] 


Valuation, § 98 — Accrued depreciation — Estimate or book reserve — Deter 
mination for purpose of sale — Consistency. 

1. An estimate of accrued depreciation as set out in a reproduction cost 
estimate should not be used in determining liabilities which offset assets 
when the cost of the assets, as shown on the books, is used as a basis fo 
determining purchase price, but the reserve for renewals and replacement 
as shown on the books, and which has been provided for by annual charge 
against operating expenses and surplus, should be used, p. 393. 


Valuation, § 155 — Overheads — Electric utility. 
2. An allowance of 19.1 per cent for construction overheads was held to 
be excessive for a reproduction cost estimate of the, property of an electric 
utility company, and there was allowed instead 10.8 per cent of cost of 
physical property including 5 per cent for omissions and contingencies, p. 


Consolidation, merger, and sale, § 33 — Grounds for disapproval — Withdrawal 
of liquid assets by parent company. 

3. A sale of the property of a public utility corporation to another corpora- 
tion under common ownership for cash and securities, so that the parent 
company will receive the cash and securities representing the consideration, 
results in movements of property and cash and securities which are un- 
necessary for the purpose of effecting the consolidation and constitute an 
unnecessary draining by the holding company of the current assets of its 
subsidiary, p. 401. 


[September 21, 1936.] 
eens for approval of sale of property and franchises 
by an electric utility corporation to an affiliated corpora- 
tion; denied. 
¥ 


By the Commission: The peti- April 29, 1874, P. L. 73, as amended 


tioners seek our approval of the sale 
of the franchises and all the property, 
real, personal, and mixed, of North- 
ern Pennsylvania Power Company to 
Metropolitan Edison Company. The 
proposed sale is to be made in ac- 
cordance with the provisions of § 23 
of the General Corporation Act of 


15 P.U.R.(N.S.) 


by § 5 of the Act of April 17, 1876, 
P. L. 33, as amended by § 1 of the 
Act of June 2, 1915, P. L. 724, and 
in accordance with the terms of a pur- 
chase offer made May 28, 1935, by 
Metropolitan Edison Company, and 
accepted by Northern Pennsylvania 
Power Company on May 29, 1935. 
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Metropolitan Edison Company pro- 
poses tO assume all obligations of 
Northern Pennsylvania Power Com- 
pany and pay to Northern Pennsy]l- 
vania Power Company the sum of 
$2,532,040.09, of which $1,537,911.80 
is to be in cash and the balance in 
securities, the purchase price to be 
adjusted for changes in the assets and 
abilities resulting from the conduct 
of ordinary business from April 30, 
1935, to date of settlement. 

Our approval of the sale of the 
franchises and property is sought 
under Art. III, § 3 (c) and Art. 
V, §§ 18 and 19 of The Public 
Service Company Law, and of the 
transfer of the securities to Northern 
Pennsylvania Power Company under 
Art. III, § 11 (b) of that law, as 
amended. Our approval is also 
sought of the use, for the purpose of 
the purchase, of the sum of $1,537,- 
911.80 realized from the sale of cer- 
tain securities as set forth in the Cer- 
tificate of Notification (Serial No. 
5807) filed with us October 6, 1931, 
and which sum we ordered impound- 
ed by our order of May 7, 1935, Ap- 
plication Docket No. 33705. 

Northern Pennsylvania Power 
Company, to which letters patent 
were issued May 7, 1923, was formed 
by merger and consolidation of vari- 
ous electric companies under and by 
virtue of an act of the common- 
wealth of Pennsylvania, approved 
May 3, 1909, and has charter rights 
to furnish electricity to the public in 
the counties of Bradford, Lackawan- 
na, Lycoming, Potter, Sullivan, Sus- 
quehanna, Tioga, Wayne, and Wy- 
oming; and manufactured gas and 
steam heat service in the borough of 
Towanda, Bradford county. The 
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company also operates the Waverly 
Electric Company under lease and 
serves Waverly, lying partially within 
New York state. 

Metropolitan Edison Company, 
to which letters patent were issued 
July 24, 1922, was formed by merger 
and consolidation of various electric 
companies under and by virtue of an 
act of the commonwealth of Penn- 
sylvania, approved May 3, 1909, and 
has charter rights to furnish electrici- 
ty to the public in the counties of 
Adams, Berks, Bucks, Chester, Cum- 
berland, Dauphin, Lancaster, Leban- 
on, Lehigh, Monroe, Montgomery, 
Northampton, Pike, and York; gas 
in the city of Easton and vicinity, 
Northampton county, borough of Pen 
Argyl and vicinity, Northampton 


county, borough of Hamburg and 
vicinity, Berks county, and borough 
of Elizabethtown and vicinity, Lan- 
caster county; and steam heat in the 


city of Easton, Northampton county. 
The petition sets forth that the sale 
of the franchises and property of 
Northern Pennsylvania Power Com- 
pany to Metropolitan Edison Com- 
pany is necessary and proper for the 
service, accommodation, and conven- 
ience of the public for these reasons; 
namely, (1) petitioners are affiliated 
companies and for some time past 
have been under the same manage- 
ment; (2) the combination of the 
properties and corporate organiza- 
tions into one unit will result in the 
elimination of existing duplication 
and make for increased efficiency and 
economy in operations; (3) Metro- 
politan Edison Company is better 
able to finance improvements and ex- 
tensions of the property of Northern 
Pennsylvania Power Company and, 
15 P.U.R.(N.S.) 
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under favorable conditions in the 
bond market, expects to be able to re- 
fund advantageously certain issues of 
Northern Pennsylvania Power Com- 
pany securities; and (4) Metropoli- 
tan Edison Company has large steam 
generating plants and a large trans- 
mission system interconnected with 
other similar operating public utility 
companies, while Northern Pennsyl- 
vania Power Company has but a few 
generating plants of limited capacity, 
although interconnected with other 
similar operating public utility com- 
panies, and on the consummation of 
the proposed merger it is contemplat- 
ed the existing systems of the petition- 
ers will be either directly or indirect- 
ly connected with each other, with re- 
sulting economies and improvements 
of the reliability of the service ren- 
dered by each. 

For sake of simplicity in designa- 
tion, we shall refer to the petitioners, 
respectively, as Metropolitan Com- 
pany and Northern Company. 

At April 30, 1935, Northern Com- 
pany had authorized 50,000 shares 
of no par common stock, and 3,500 
shares of $100 par preferred stock, 
of which there were outstanding 22,- 
130 shares of common stock and no 
shares of preferred stock. The bal- 
ance sheet of that date shows a stated 
value of capital stock of $2,600,000. 
The authorized indebtedness of 
Northern Company is $10,000,000, 
of which $4,004,000 was outstanding 
at April 30, 1935. 

At the same date Metropolitan 
Company had authorized 500,000 
shares of no par common stock, and 
1,000,000 shares of no par preferred 
stock divided among six issues, of 
various dividend rates ranging from 
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$5 to $7. Of the authorized capital 
stock there were outstanding at April 
30, 1935, 367,380 shares of common 
stock and 210,825 shares of preferred 
stock of the several issues, having a 
combined stated value as shown in 
the balance sheet, of $35,353,630, 
The authorized indebtedness of Met. 
ropolitan Company is $100,000,000, 
of which $40,715,900 was outstand- 
ing at April 30, 1935. 

The testimony shows the Metro- 
politan Edison Corporation to be sole 
owner of the common stock of North- 
ern Company and of over 95 per cent 
of the common stock of Metropolitan 
Company. The 1935 annual reports 
of petitions, on file with us, show The 
Metropolitan Edison Corporation to 
have been consolidated with NY PA 
NJ Utilities Company, and the latter, 
at December 31, 1935, to be the sole 
owner of the common stock of both 
petitioners. 

The balance sheets of the respective 
companies at April 30, 1935, show 
Northern Company to have total as- 
sets of $8,451,723.17, including 
$469,480.80 of deferred charges, and 
Metropolitan Company to have total 
assets of $115,150,229.31, including 
$3,520,986.36 of deferred charges. 
The fixed capital of Northern Com- 
pany is shown at $7,018,309.63, while 
that of Metropolitan Company is 
$85,326,785.26. 

The consideration of $2,532,040.09 
to be paid by Metropolitan Company 
to Northern Company was determined 
(T.14) by ascertaining from the orig- 
inal books of the companies compris- 
ing the present Northern Company, 
in so far as such books were avail- 
able, the actual cost of the property 
to the constituent companies, adding 
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to that sum the other assets of North- 
em Company and deducting there- 
from the liabilities. The calculation 
is set forth in detail in Exhibit 8—A, 
which we here surnmarize: 


Property, including work in progress, at April 30, 1935 


Less net write-ups 


Other assets 


to use an estimate of accrued depreci- 
ation as set out in a reproduction cost 


estimate. 
As set forth in Exhibit C—1, which 
embodies the proposed journal entry 


$6,928,021.42 


$6,440,481.12 


Additions and betterments to leased properties 


Cash 


Accounts receivable, etc. ...cccccccccccccees 


Materials and supplies 
Investment securities 
Sinking-fund assets 


Total property and assets to be acquired 
Less liabilities to be assumed 
Funded debt 


ACCOEES WENENNS, CUE. oo knccecscccccncsecs 


Consumers’ deposits 

Unmatured interest on debt 

Taxes accrued 

Reserve for renewals and replacements 


Purchase price 


[1] The balance sheet of Northern 
Company at April 30, 1935, shows re- 
serve for renewals and replacements 
at $1,104,301.49, while the amount 
entered for this account in the deter- 
mination of purchase price, summar- 
ized above, is but $588,850. This 
latter sum represents the estimate of 
accrued depreciation embodied in the 
appraisal of Northern Company prop- 
etty as of June 30, 1934, by Edward 
J. Cheney, as contained in Exhibit 
; 

If the cost of property as shown on 
the books of Northern Company and 
its constituent companies is to be used 
as a basis for determining purchase 
price, then the reserve for renewals 
and replacements, as shown on the 
books, and which has been provided 
for by annual charges against oper- 
ating expenses and surplus, should 
likewise be used, and there is no jus- 
tification, under these circumstances, 
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452'881.44 
223,135.34 1,054,408.90 
$7,494,890.02 
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90,266.01 
588,850.00 4,962,849.93 
$2,532,040.09 





in recording the purchase of North- 
ern Company upon the books of Met- 
ropolitan Company, it is proposed to 
set up the amount of $588,850 as 
“reserve for renewals and replace- 
ments.” The books of Northern 
Company have set up for that re- 
serve the sum of $1,104,301.49 and 
if, after the consummation of the 
transaction, this reserve were entered 
on the books of Metropolitan Com- 
pany at $588,850, the difference of 
$515,451.49 in effect would have been 
transferred from such reserve to un- 
appropriated surplus. This sum is a 
component part of the purchase price 
of $2,532,040.09, and the effect of 
treating the reserve for renewals and 
replacements, as above outlined, is to 
pass on that amount, substantially as 
a dividend, to the holding company of 
Northern Company. If the sum of 
$1,104,301.49 for reserve for renew- 
als and replacements is used instead of 
15 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


$588,850, the purchase price would be 
reduced to $2,016,588.60 and, based 
upon this test, the proposed purchase 
price is excessive to the extent of 
$515,451.49. 

In Re Edison Light & Power Co. 
(1935) 7 P.U.R.(N.S.) 337, that 
company sought our approval of the 
transfer of $650,500 from its reserve 
for renewals and replacements to its 
unappropriated surplus account, fol- 
lowing which the company proposed 
to declare a 50 per cent dividend 
amounting to a like sum to be paid to 
York Railways Company, owner of all 
the outstanding capital stock of Edi- 
son Light and Power Company. The 
payment of such dividend to York 
Railways Company was for the stated 
purpose of enabling it to increase its 
reserve for renewals and replacements 
by the amount of the dividend, as the 
reserve was alleged to be insufficient 
because of the abandonment of certain 
trolley lines during the prior two 
years. In that case, by our report and 
order of February 19, 1935, supra, at 
p. 341, we held that “. to ap- 
prove the transfer of any sum from 
the reserve on the observed condition 
based upon estimated cost of repro- 
duction new of the property, without 
giving detailed consideration to the 
expected service life and age of the 


Total physical property, including 5% for omissions and contingencies 
Engineering and superintendence during construction ; 
General officers’ and office salaries and expenses during construction .. 


Organization 

Law expenditures during construction 
Taxes during construction 

Interest during construction 


Total reproduction cost new at June 30, 1934 
Accrued depreciation 


Depreciated reproduction Cost .....sseeeceeees 


394 


15 P.U.R.(N.S.) 


eee eeeeseseeeeee ee 


various units of property and the acty. 
al investment therein, would be in cop. 
travention of the existing order of 
this Commission prescribing the said 
uniform classification of accounts,” 
and the application was denied. 

The instant case is in point, where. 
in it is proposed to purchase the fran- 
chises and property of Northern Com- 
pany, which now has a reserve for re. 
newals and replacements of $1,104- 
301.49 and, upon the consummation 
of the transaction, to enter on the 
books of Metropolitan Company the 
sum of but $588,850 for that reserve. 
Basing the purchase price on a reserve 
of $588,850 is but to pass on to the 
owners of Northern Company, sub- 
stantially as a dividend, the difference 
of $515,451.49, a transaction analog- 
ous to the one in the Edison Light 
and Power Company Case, referred to 
above. 

In Exhibit “O”’ there is set out a re- 
production cost estimate of fixed 
capital of Northern Company as of 
June 30, 1934, totaling $6,543,109.25, 
including work in progress of $5,- 
581.72. The accrued depreciation is 
set out at $588,850, which is almost 
exactly 9 per cent of the reproduction 
cost new. We here summarize this 
estimate of reproduction cost: 


$5,489,097.53 
$243,450.00 
219,500.00 
274,460.00 
24,380.00 


27,390.00 

259,250.00 1,048,430.00 
537,927.93 
" 5,581.72 





543,109.25 
" 588,850.00 


$5,954,259.25 
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[2] It is to be noted that the over- 
heads total $1,048,430, which is ap- 
proximately 19.1 per cent of cost of 
physical property, which itself includes 
5 per cent for omissions and con- 
ingencies. It is our opinion that 19.1 
per cent for construction overheads is 
excessive for a reproduction cost es- 
timate of the property of Northern 
Company. We therefore apply such 
overheads as appear to us to be rea- 
snable under the circumstances, 
which in the aggregate total $594,- 
694.62, which is 10.8 per cent of cost 
of physical property, including 5 per 
cent for omissions and contingencies. 
Deducting from the total reproduction 
cost estimate, including these over- 
heads, accrued depreciation of 9 per 
cent, the ratio determined from Ex- 
hibit “O,” there results a depreciated 
reproduction cost estimate of $5,541,- 
373.87, summarized as follows: 


Total physical property including 5% for omissions and contingencies 


Engineering and superintendence 
Engineering on land and rights of way 
Organization and promotion 
Administrative, legal, and taxes 
Interest during construction 


Work in progress 


Total reproduction cost estimate as of June 30, 1934 


Accrued depreciation 


Depreciated reproduction cost 


In determining the purchase price, 
petitioners used a property valuation 
as determined from the books of $6,- 
440 481.12 and deducted therefrom a 
reserve for renewals and replacements 


of $588,850, leaving a net of $5,851,- 


631.12. If, in the determination of 
the purchase price we substitute ap- 
praised values as set forth in Exhibit 
“O,” using, however, what appears to 
us to be a reasonable allowance for 
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overheads and deducting accrued de- 
preciation in the same ratio as in Ex- 
hibit “O,” there results a net value of 
property of $5,541,373.87, as set forth 
in the foregoing tabulation. This lat- 
ter sum is $310,257.25 less than the 
basis upon which the purchase price 
was determined by petitioners and by 
this test, the purchase price is exces- 
sive to that extent. 

Metropolitan Company proposes to 
pay to Northern Company the sum 
of $2,532,040.09, of which $1,537,- 
911.80 is to be in cash and $994,- 
128.29 is to be in securities. The sum 
of $1,537,911.80 represents the cash 
realized from the sale by Metropoli- 
tan Company to its parent, The Met- 
ropolitan Edison Corporation, of 
approximately $3,383,000 principal 
amount of 44 per cent gold bonds, re- 
funding series, due 1956, of Associat- 
ed Electric Company, which sum was 


$5,489,097.53 

$238,657.42 
12,332.38 
84,656.36 
84,656.36 
174,392.10 594,694.62 
$6,083,792.15 
5,581.72 


$6,089,373.87 
548, 


, 


$5,541,373.87 





ordered to be impounded by our order 
of May 7, 1935, Application Docket 
No. 33705. 

In our report and order in that 
proceeding it appears that on October 
6, 1931, Metropolitan Company filed 
with us a certificate of notification, 
reciting that $4,429,900 of its first 
mortgage gold bonds, series D, 44 per 
cent, had been sold at par and that 
$2,892,381.56 of the proceeds were 
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placed in the company’s treasury in 
reimbursement for capital expendi- 
tures made between May 1, 1926, and 
‘ August 31, 1931, and that the remain- 
ing $1,537,518.44 were to be used in 
partially financing certain fixed capital 
additions, which were to have been 
made between October 6, 1931, and 
December 31, 1931. Such fixed cap- 
ital, however, was not installed and 
the company, without notice to us, 
used that sum to purchase approx- 
imately $3,383,000 principal amount 
of 44 per cent gold bonds of Associat- 
ed Electric Company. Such act by the 
company was contrary to The Public 
Service Company Law and the matter 
was drawn to the company’s atten- 
tion, whereupon it filed Application 
No. 33705, supra, seeking our ap- 
proval of the sale of those bonds to 
its parent company, The Metropolitan 
Edison Corporation, for the sum of 
$1,537,911.80. By our order in that 
proceeding of May 7, 1935, supra, we 
approved the sale and ordered the com- 
pany to maintain that fund in cash, 
apart from its other cash deposits, to 
be used only for the payment of the 
cost of net additions to the company’s 
fixed capital, or for such other pur- 
pose as we might approve. 

The remainder of the purchase price 
in the instant proceeding of $994,- 
128.29 is to be paid in 44 per cent gold 
bonds refunding series due 1956, of 
Associated Electric Company at the 
average cost to Metropolitan Company 
of 45.46 per cent, or market price at 
the time of consummation of the pur- 
chase, whichever is greater. On this 
basis a maximum of $2,186,800 face 
value of bonds would be paid to 
Northern Company. 

Referring to the entire purchase 
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price of $2,532,040.09, it is to bed 
noted that for the twelve months end. 
ed December 31, 1934, the net income 
of Northern Company (Exhibit G-5) 
was $198,772.79, which is 7.85 per 
cent of the purchase price, while for 
the five months ended May 31, 1935, 
the net income was $15,255.39, which 
is at the annual rate of 1.45 per cent 
of the purchase price. 

Petitioners aver as their first rea- 
son favoring the merger, that they are 
affiliated companies and for some time 
have been under the same manage. 
ment, but no specific testimony was 
adduced in this record upon this point. 
If any substantial benefits upon this 
score would accrue from a merger of 
properties such as those of petitioners, 
we might say they have already been 
realized, since petitioners “for some 
time past have been under the same 
management.” 

As the second reason favoring the 
merger, petitioners state that the com- 
bination of the properties and cor- 
porate organizations into one operat- 
ing and corporate unit will result in 
the elimination of existing duplica- 
tion, making for increased efficiency 
and economy in operations. It ap- 
pears (T. 35, 36) that the records of 
Northern Company are kept in Read- 
ing and that the principal accounting 
work is done there under the super- 
vision of the comptroller, who also 
occupies the same position with respect 
to Metropolitan Company. This tes- 
timony further shows that the merger 
will have the effect of eliminating one 
set of records, one set of annual re- 
ports to the Commission, one set of 
returns for taxes and all reports re- 
quired, that the accounting work will 
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be simplified, and that the expense of 
yditing will be reduced. 

If the merger is consummated, it is 
planned (T. 37, 38) to substitute one 
open end mortgage of Metropolitan 
Company to cover both properties and 
itis stated that this would simplify the 
fnancing of future additions and bet- 
terments, as compared to the two sep- 
arate mortgages now against the prop- 
eties. Trustees’ fees under one 
mortgage will be reduced somewhat. 
Finally (T. 39) because of the cancel- 
lation of the stock of Northern Com- 
pany, the stock bonus tax which has 
been paid thereon would be credited 
against the bonus tax assessed on 
future issues of stock of Metropolitan 
Company. 

Manifestly, all these economies 
would be realized upon the consumma- 
tion of the merger of the two com- 
panies but, in every particular, the 
record in this proceeding fails to state 
the reduction in annual operating ex- 
penses anticipated to result therefrom. 
We are constrained to say the com- 
bined effect of these economies would 
not be material and, in the last analy- 
sis, would have virtually no effect 
upon rates to consumers, so that these 
benefits would not accrue to the rate- 
payer. 

As the third reason advanced favor- 
ing the merger, petitioners state that 
Metropolitan Company is in a better 
position to finance improvements and 
extensions to the property of North- 
em Company and under favorable 
conditions in the bond market, expects 
to refund advantageously certain se- 
curities of Northern Company. At 
April 30, 1935, Northern Company 
had outstanding $4,004,000 of bonds, 
while Metropolitan Company had out- 
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standing $40,715,900 of bonds. Ref- 
erence is again made to the record (T. 
37, 38) showing that petitioners plan 
to substitute one mortgage for the ex- 
isting two, to finance future additions 
to Northern Company under such 
mortgage of Metropolitan Company 
and to refund the bonds of Northern 
Company with new bonds of Metro- 
politan Company. The record further 
shows (T. 61) that the bonds of 
Northern Company are callable at 105 
per cent and that they could be refund- 
ed at a lower annual cost in the form 
of Metropolitan Company bonds, 
rather than Northern Company bonds. 
Supporting this statement is the testi- 
mony (T. 64, 65) that Metropolitan 
Company is a better known one and 
more appealing to the investor, that it 
is a strong company, having large fa- 
cilities serving important centers, 
while Northern Company has no out- 
standing features and no large power 
plants, that the territory is widely 
scattered, rather sparsely settled, and 
rural in character, and not having a 
suitable appeal to the investor. At the 
time of the hearing of July 3, 1935, 
the 44 per cent bonds of Metropolitan 
Company were quoted at 1074 per 
cent, while the Northern Company’s 5 
per cent bonds were quoted at 1034 per 
cent. While these quotations indicate 
the Metropolitan Company bonds to 
be more favorably considered in the 
investment market than the Northern 
Company bonds, petitioners offered no 
testimony that Northern Company 
acting independently could not refund 
its bonds at a lower annual cost. 

The record shows (T. 43) that no 
large improvements to the property of 
Northern Company are contemplated 
and it therefore appears that the prin- 
15 P.U.R.(N.S.) 
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cipal financial advantage attaching to 
the merger would accrue to the equity 
security holders, in that the higher in- 
terest-bearing securities of Northern 
Company would be refunded with 
lower interest-bearing securities of 
Metropolitan Company. In this event 
the consumer of electricity would not 
share in such benefit, as rates charged 
for electric service are not predicated 
on interest and dividends paid on se- 
curities. However, generally we are 
inclined to favor refunding of secur- 
ities at lower interest rates and, in the 
past several years, have approved a 
number of applications for just that 
purpose. 

Lastly, petitioners advance the rea- 
son favoring the merger that Metro- 
politan Company has large generating 
plants and a large transmission sys- 
tem, interconnected with similar other 
operating public utility companies, 
while Northern Company has but few 
generating plants, and of limited ca- 
pacity, although interconnected with 
other similar operating public utilities, 
and that it is contemplated that the 
systems of petitioners will be either 
directly or indirectly connected with 
each other, with resulting economies 
and improvement of service rendered 
by the systems of each. 

Northern Company (T. 71, 72) has 
as its principal source of supply New 
York State Electric and Gas Corpora- 
tion, and has five generating plants of 
its own, one small steam plant at 
Towanda, and four small hydro plants 
at Muncy, Tunkhannock, Oakland, 
and Lanesboro. Northern Company 
has 11 points of interconnection with 
affiliated companies and 6 points of in- 
terconnection with nonaffiliated com- 
panies. The 11 points of intercon- 
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nection with affiliates are all locate 
along the New York-Pennsylvanj 
state line, while the 6 points of int. 
connection with nonaffiliates are ; 
within Pennsylvania (Exhibit “M” 
During 1934 Northern Compan 
(Exhibit “N’’) purchased 28,5242] 
kilowatt hours of electricity and gen 
erated 4,184,395 kilowatt hours, sum 
marized in the following tabulation 


Power purchased 
From affiliates 
From nonaffiliates 

Power generated 


Total purchased and generated ... 32,70861 


Metropolitan Company (T. 73, 74) 
has four principal sources of powe 
supply, that is, steam plants at Mid 
dletown, Reading, and Easton, and a 
hydro plant on the Susquehanna river 
below Harrisburg. A portion of its 
supply is received from New Jersey 
Power and Light Company (a New 
Jersey affiliate, owned by The Metro- 
politan Edison Corporation) through 
a connection south of Phillipsburg. 
Metropolitan Company also has con- 
nections for interchanging power with 
Pennsylvania Power & Light Com- 
pany, Pennsylvania Water and Power 
Company, and Philadelphia Electric 
Company. We here set out the data 
regarding power of Metropolitan 
Company for 1934, as taken from the 
annual report of that company on file 
with us: 

Kilowatt Hours 

in 1934 

Powe purchased 13,598,065 
Power received under interchange 

agreements 173,390,581 

Power generated ........00. wees 274,187,112 


Total power 461,175,758 


A witness for pétitioners testified 


398 





RE NORTHERN PENNSYLVANIA POWER CO. 


(t. 75, 80) that Metropolitan Com- 
wny has in its own plants ample ca- 

city to care for all the requirements 
af Northern Company and that if the 
nerger of the two properties is con- 
wmmated, Metropolitan Company 
yould not purchase any additional 
mergy from New Jersey Power and 
light Company. However, these 
gatements are not supported by any 
ketailed exposition. 

At the present time there is a 110,- 
00-volt transmission line of North- 
en Company, extending through the 
astern portion of the chartered ter- 
tory from Peckville to the New 
York-Pennsylvania state line, a dis- 
tance of approximately 42.5 miles. 
The testimony indicates (T. 75) that 
xtitioners contemplate continuing this 
ine southward from Peckville to 
Stroudsburg approximately 43 miles, 
aid the existing lines to the Glendon 
sibstation south of Easton will be 
The 


newly built or reconstructed. 
total cost of these improvements is es- 
timated at $750,000, of which $150,- 
000 to $250,000 (T. 77) is properly 
chargeable to the needs of Metro- 
politan Company alone and the bal- 
ance is chargeable to the connection of 


the two systems. The proposed line 
would be a single circuit of 110,000 
volts and 30,000 kilowatts capacity. 
It is stated (T. 79) that whether or 
not the merger is approved, there is a 
strong likelihood this line will be built 
as “Binghamton needs power 
today, . . .” The northern termi- 
nus of the 110,000-volt line is in the 
vicinity of Binghamton, which is in 
New York, but several miles beyond 
the state line. 

The charter territories of petition- 
ers are shown on Exhibit “M” and in 
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the case of Northern Company this 
exhibit shows also the 110,000-volt 
line from Peckville to the state line 
and the 33,000-volt lines leading south 
from the New York state line into the 
territory of Northern Company, over 
which power is purchased from the 
affiliates in New York. At no point 
is the 110,000-volt line shown con- 
nected with these 33,000-volt lines, 
and in fact it crosses but one of them. 
The inventory of Northern Company 
property (Exhibit “O’’) sets out this 
110,000-volt line, which is a single 
circuit of 30,000 kilowatts capacity, 
and nowhere is any of the equipment 
of this line shown as having a lesser 
voltage than 110,000 volts. The con- 
clusion is therefore inescapable that 
no service in Pennsylvania is taken by 
Northern Company from this line and 
that any power passing over the line 
in a northerly direction is delivered 
directly into New York state and in a 
southerly direction is delivered to 
Peckville, which is outside of and 
south of the charter territory of 
Northern Company. 

It might be argued that if power 
from Metropolitan Company were de- 
livered over this line into New York, 
the load on New York State Electric 
and Gas Corporation would be re- 
duced and it would be better able to 
serve Northern Company. Under 
these circumstances, it could not be 
said that the intention to serve North- 
ern Company with power from the 
plants of Metropolitan Company was 
actually being carried into effect. If 
the true purpose is to deliver power in- 
to New York, this result can be 
realized through other means than the 
merger of petitioners. 

Nowhere in this record is any plan 
15 P.U.R.(N.S.) 
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set forth by which it is proposed to 
interconnect the transmission facilities 
of Northern Company with the 110,- 
000-volt line and thus enable power in 
the line to be served throughout the 
system of Northern Company. Ob- 
viously such facilities are necessary if 
the systems of Northern Company 
and Metropolitan Company are in fact 
to be directly connected with each oth- 
er and operated and served as a com- 
posite whole. The record is barren of 
what facilities are required for this 
purpose and their estimated cost. If 
such facilities were enumerated and 
were planned to be constructed, the 
plan would still not be complete as it 
would be improvident to attempt to 
serve a territory so vast as that of 
Northern Company with a single cir- 
cuit line such as is proposed from 
Stroudsburg to Peckville and as now 
exists from Peckville to the New 
York state line. In the event of fail- 
ure of this single line, service would 
be interrupted in the entire Northern 
Company area. 

New York State Electric and Gas 
Corporation is the principal source of 
power of Northern Company. We 
have referred to the contract on file 
with us covering the purchase of elec- 
tricity by Northern Company from 
that New York affiliate, and find the 
contract became effective January 1, 
1935, and continues in effect until 
January 28, 1945, and thereafter un- 
til terminated by six months’ prior no- 
tice by either party. The record in 
this proceeding contains no evidence 
that such contract can or would be 
terminated prior to 1945 or at any 
time. 

We conclude that the record fails to 
show that any plans are in contempla- 
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tion by which the systems of Northern 
Company and Metropolitan Company 
will be interconnected to be operated 
as a composite whole, with power be. 
ing furnished in the Northern Com. 
pany area from plants of Metropol- 
itan Company; that if the connection 
from Stroudsburg to Peckville is in- 
stalled it will be used only for an in- 
terchange of power between Metro- 
politan Company and territory in New 
York state, and obviously not for 
service in Northern Company’s ter- 
ritory in Pennsylvania; that even 
though connection were made to the 
110,000-volt line from Peckville to the 
New York state line, adequate sery- 
ice could not be rendered as it is but 
a single circuit line, and there is no 
showing that the contract with New 
York State Electric and Gas Corpora- 
tion can be or is to be terminated. 

With respect to rates for electric 
service, it appears that (T. 95) below 
27 kilowatt hours per month the do- 
mestic rates of Metropolitan Company 
are lower than those of Northern 
Company; that between 27 and 90 
kilowatt hours per month the rates of 
Northern Company are lower than 
those of Metropolitan Company, and 
above 90 kilowatt hours per month the 
Metropolitan Company’s rates are 
again lower. The average rate paid 
by residential customers of Northern 
Company is about one cent more per 
kilowatt hour than the rate paid by the 
residential customers of Metropolitan 
Company (T. 94). 

It appears that no immediate rate 
reduction by Northern Company is 
contemplated (T. 101) although it is 
stated that if the merger is consum- 
mated the trend toward rate simpli- 
fication and reduction’ will be empha- 


400 











sized and accelerated. It would 





orthern appear to us that the consummation of 
mpany@ . merger should not be required to 
perated 





simplify rate structures and if North- 
ern Company is desirous of simplify- 






; Com. ing its rates it might well do so re- 
“— gardless of whether or not the merger 
r€ction 


is carried into effect, particularly since 
many companies in the past have sim- 
plified their rates without such mo- 
tivating force as is implied is here 
necessary. 

The charter territory of Northern 
Company extends from the Delaware 
river on the east, to a point about mid- 









: “ way of the breadth of the state, and 
wen © @ irom the New York state line, south- 
Tv- 





ward a varying distance, the max- 
imum being about 60 miles (Exhibit 
‘M”). The charter territory of 
Metropolitan Company is irregular in 
shape, extending from Milford and 
the Delaware river on the northeast, 
to the Maryland state line on the 
southwest, in the vicinity of Gettys- 
burg. As appears on Exhibit “M,” 
the territory of Northern Company is 
nearly twice as large as that of Metro- 
politan Company. For the five 
months ended May 31, 1935 (Exhibit 
“E-3”) it appears that service was 
furnished by Northern Company to 
20,868 consumers, while Metropolitan 














bi Company served 106,333 consumers. 
men In view of the relation of areas, the 





respective number of consumers 
served indicates a thinly populated 
area for Northern Company and a 
densely populated area for Metropol- 
itan Company. “This conclusion is 
supported by the testimony (T. 64). 
It is reasonable to infer that in a 
sparsely populated area the capital cost 
of transmission and distribution sys- 
tem per customer would be greater 
[26] 
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than in densely populated areas, with 
consequent increased cost of service. 
Under average circumstances, it is a 
reasonable conclusion that rates in an 
area such as Northern Company 
might always be higher than in a dense 
area such as Metropolitan Company. 
The respective areas of petitioners are 
dissimilar in nature and widely sep- 
arated, at the eastern ends by 32 miles, 
and at the western ends by more than 
100 miles, and, in our opinion, are not 
adapted for combining into one com- 
posite service area. 

[3] The testimony shows that The 
Metropolitan Edison Corporation 
owns all of the common stock of 
Northern Company and over 95 per 
cent of the common stock of Metro- 
politan Company. In effecting the 
merger of the two companies, it is 
proposed to have Metropolitan Com- 
pany assume all liabilities of Northern 
Company and to transfer the fran- 
chises and property of Northern Com- 
pany to Metropolitan Company for a 
consideration of $2,532,040.09, di- 
vided between cash and securities as 
hereinbefore outlined. The Metro- 
politan Edison Corporation, as sole 
owner of the common stock of North- 
ern Company, would receive the cash 
and securities representing the con- 
sideration. Under the present ar- 
rangement, The Metropolitan Edison 
Corporation, as the equitable owner of 
Northern Company and of Metropol- 
itan Company would, upon the con- 
summation of the proposed transac- 
tion, still be the equitable owner of 
both companies, the franchises and 
property of Northern Company hav- 
ing been moved to Metropolitan Com- 
pany and the cash and securities hav- 
ing been moved from Metropolitan 

15 P.U.R.(N.S.) 
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Company to The Metropolitan Edison 
Corporation. It is our opinion that 
these movements of property and cash 
and securities are unnecessary for the 
purpose of effecting the consolidation 
and constitute an unnecessary drain- 
ing by the holding company of the 
current assets of its subsidiary, the 
Metropolitan Company. 

The consolidation might well be ef- 
fected by the exchange of the stock of 
Northern Company with common 
stock of Metropolitan Company and 
under such plan, The Metropolitan 
Edison Corporation would remain the 
equitable owner of both companies 
and the cash and securities represent- 
ing the proposed consideration would 
remain with the subsidiary and the 
circumstances of ownership would be 
identically as they are today. There 
is no compelling need for any other 
course to be followed in effecting the 
consolidation and merger of the prop- 
erties of Northern Company and 
Metropolitan Company. 

Upon full consideration of the mat- 
ters involved in this proceeding, and 
for the reasons hereinbefore enum- 
erated and more particularly set out, 
we cannot find that the proposed sale 


of the franchises and property of 
Northern Pennsylvania Power Com- 
pany to Metropolitan Edison Com- 
pany, for a consideration of $2,532. 
040.09, is in the public interest, nor 
that such sale is necessary or proper 
for the service, accommodation, con- 
venience, or safety of the public. As 
a logical sequence it follows that we 
cannot find that the proposed sale of 
certain 44 per cent gold bonds, re- 
funding series, due 1956, of Associat- 
ed Electric Company, by Metropolitan 
Edison Company to Northern Penn- 
sylvania Power Company as part of 
the consideration of the proposed sale, 
is in the public interest; and we can- 
not grant approval to the use of the 
sum of $1,537,911:80 in cash for the 
purpose of the balance of the consid- 
eration of the proposed sale, which 
sum in cash was ordered impounded 
by our order of May 7, 1935, Applica- 
tion Docket No. 33705; therefore, 

Now, to wit, September 21, 1936, 
it is ordered: ‘That approval of the 
sale of the franchises and all the prop- 
erty, real, personal, and mixed, of 
Northern Pennsylvania Power Com- 
pany to Metropolitan Edison Com- 
pany, be and is hereby denied. 
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Re Modern Transfer Company, Incorporated 


[Securities Docket No. 185.] 


Accounting, § 32 — Assets in excess of purchase price — Surplus. 
A corporation which acquires assets having a net worth in excess of the 
amount of stock issued in payment should credit the spread between net 
worth and the stock issued to “donated surplus” instead of merely “sur- 
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RE MODERN TRANSFER COMPANY, INC. 


plus” so that the retention of the acquired assets in the business may be 
insured and no way left open for a credit to “earned surplus” account from 
which dividends subsequently might be paid. 


[September 14, 1936.] 


| paneer ine for approval of issuance of common stock for 
acquisition of freight hauling business; application grant- 
ed with provision as to accounting. 


By the Commission: Modern 
Transfer Company, Inc., was incor- 
porated June 18, 1936, for the pur- 
pose Of acquiring and operating an 
intrastate and interstate motor freight 
hauling business previously conducted 
by an individual, one F. A. Steward. 
The company’s offices are at Allen- 
town. 

By agreement dated July 1, 1936, 
the company is to acquire assets and 
assume liabilities of Mr. Steward as 
follows : 

Assets: 

Cash 
Fixed assets 

original cost) 

Organization costs of com- 


pany advanced by 
Steward 


(depreciated 


Liabilities: 

Equipment obligations 

Accounts payable 
Net worth 


As consideration for the net worth of 
this business, the company has agreed 
to deliver $25,000 of its common 
stock to Mr. Steward, and it is the 
issuance of this stock which is now 
before us. 

The figure assigned to the fixed as- 
sets in the above table represents the 
original cost of these assets less de- 
preciation observed by Commission 
engineers. The stock issue thus meets 
one of our requirements for approval, 
for it does not exceed the depreciated 
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original cost of the fixed assets less 
the $5,763 of liens against them. It 
also meets the second requirement, in 
that it does not exceed the net worth 
of the business, computed when using 
depreciated cost as a basis for valuing 
fixed assets. 

One feature of this application 
which may or may not be objection- 
able is an indication that the spread 
between the net worth of the busi- 
ness and the stock to be issued there- 
for will be credited to “surplus” ac- 
count. This is not sufficiently specific, 
for it leaves the way open for a credit 
to the “earned surplus” account, from 
which dividends subsequently may be 
paid, whereas the proper credit would 
be to “donated surplus,” insuring the 
retention of the acquired assets in the 
business. We will provide for this 
matter in our order. 

Upon consideration of this applica- 
tion, the amount and character of the 
securities involved herein, and other 
relevant matters, the Commission 
finds and determines that the purpose 
of the issuance of the securities is 
authorized by law; that the issuance 
of said securities is reasonably neces- 
sary for that purpose; and that ap- 
proval of the application is necessary 
or proper for the service, accommoda- 
tion, or convenience of the public. 

The foregoing finding and deter- 
mination, however, shall not be con- 


15 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


strued to imply any guaranty or it is ordered: That the issuance oj 
obligation on the part of the common- $25,000 of petitioner’s common stock; 
wealth of Pennsylvania as to such upon the terms recited in this applica, 
securities, nor shall it be taken as re- tion, be and is hereby approved, anj 
quiring the Commission, in any pro- that a certificate of public convenieny 
ceeding brought before it for any pur- issue in evidence thereof. 

pose, to fix a valuation which shall be It is further ordered: That the e. 
equal to the total of these and any cess of the net worth of the assey 
other outstanding securities of peti- acquired by petitioner over the py 
tioner, or to approve or prescribe a value of the common stock to be is. 
rate which shall be sufficient to yield sued therefor be credited upon peti 
a return on said securities; therefore, tioner’s books to “donated surplus’ 

Now, to wit, September 14, 1936, account. 





ILLINOIS COMMERCE COMMISSION 


Illinois Commerce Commission 


v 


Commonwealth — Company 


[No. 22337.] 


Valuation, § 122 — Overheads — Items charged to operation. 
1. Expenditures representing largely payments for general administrative 
and supervisory services should not be added to book cost as an adjustment 
for determining the rate base when, over a period of years, they were con- 
sidered as a part of the company’s operating expenses and were so charged 
upon its books and reported to the Commission, p. 405. 

Depreciation, § 32 — Sinking-fund basis. 
2. Annual depreciation was considered as being computed on a sinking-fund 
basis, in determining a basis for rates, where no accrued depreciation had 
been deducted from original cost, p. 406. 


[October 2, 1936.] 
ee of telephone rates on citation by Commission 
to show cause; reduced rate schedules approved. 
¥ 


APPEARANCES: Harry R. Booth, tions, for the Commission; Isham, 
Assistant Counsel, and William A. Lincoln & Beale; Burry, Johnstone, 
Dittmer, Supervisor Rate Investiga- Peters & Dixon; Wilson & Mc 
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ILLINOIS COMMERCE COM. v. COMMONWEALTH EDISON CO. 


Ilvaine; Harry J. Dunbaugh and 
Guy M. Peters of Counsel, Attorneys 
for Commonwealth Edison Company. 


By the Commission: On April 13, 
1933, the Commonwealth Edison 
Company which furnishes electric 
service in the city of Chicago, herein- 
after referred to as the company, was 
cited by the Commission to show 
cause why its electric rates should not 
be reduced. On the return citation 
day, April 27, 1933, the Commission 
suggested that expensive and protract- 
ed rate hearings might be avoided by 
informal conferences between the 
company and Commission representa- 
tives for the purpose of discussing the 
matters involved in the citation with 
the hope that a voluntary reduction 
might be agreed upon to the extent 
justified by the facts. 

The company expressed a willing- 
ness to meet with the Commission, and 
negotiations were undertaken extend- 
ing over a number of months. The 
company agreed to make some minor 
reductions in rates to large power cus- 
tomers, but stated they were unable 
to make any reductions to residential 
or commercial customers, except to 
absorb, beginning with July 1, 1933, 
the 3 per cent Federal tax on elec- 
tricity amounting to about $1,450,000 
per year. After further conferences 
and continuances, hearings were com- 
menced, with Commissioner Charles 
E. Byrne presiding, on October 11, 
1934, and proceeded with only minor 
interruptions from that time up to and 
including July 2, 1936. The record 
in the case comprises 20,742 pages of 
testimony and 264 exhibits. The 
company presented fifty-eight wit- 


405 


nesses and the Commission, sixteen 
witnesses. 

Following the closing of the record 
on July 2, 1936, oral arguments were 
had before the Commission on August 
5 and 6, 1936, and briefs were filed 
by company and Commission counsel. 

After the filing of briefs and oral 
argument, while the matter was under 
consideration by the Commission, con- 
ferences with the company were re- 
sumed with a view to arriving at a set- 
tlement in the case which would make 
a substantial reduction immediately 
available to the domestic and commer- 
cial consumers in Chicago and elim- 
inate the possibility of a Jong and pro- 
tracted delay in the final decision, 
which might be occasioned by an ap- 
peal to the courts. 

The company has agreed to accept 
a rate base valuation of $318,000,000 
and a reduction in rates of $3,000,000, 
substantially all of which is to be ap- 
plied to a reduction in the rates for 
domestic and commercial consumers. 
The company will also continue to 
absorb the 3 per cent state public util- 
ity tax, amounting to approximately 
$1,500,000 per year. A separate or- 
der will be entered in Docket No. 
24756 dismissing the application of 
the company for an increase in rates 
sufficient to cover the amount of this 
tax. 

[1] It is unnecessary to discuss in 
detail the many points involved which 
are covered in the voluminous testi- 
mony, the many exhibits, and the care- 
ful and detailed printed briefs. One 
point, however, is deserving of special 
mention. The company contended 
that the cost of its physical property 
as shown by the books did not report 
the true or actual cost to the company 
15 P.U.R.(N.S.) 
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for such property, inasmuch as many 
items of cost had not been charged to 
the property account. The amount of 
the adjustment thus proposed by the 
company to be made to the cost of its 
physical property is approximately 
$40,000,000. This adjustment the 
Commission cannot permit in the de- 
termination of the rate base. 

This $40,000,000 represents what 
the company now claims should have 
been allocated to construction during 
the period from 1908 to 1934. These 
expenditures represent largely items 
which the company paid during these 
years for general administrative and 
supervisory services. It is evident 
that the company considered these ex- 
penditures as a part of its daily operat- 
ing expenses because it so charged 
them upon its books and so reported 
them in its reports to the Commission. 
It would be improper to allow the 


company to capitalize on its books 
now any items (apart, of course, from 
mere accounting errors) which were 
charged to operating expenses and so 
reported in reports to the Commission 
for the period from July 1, 1913, to 
the present. 


The original cost new of the physi- 
cal property of the Commonwealth 
Edison Company to be considered for 
rate-making purposes did not exceed, 
as of December 31, 1934, the amount 
of $296,000,000. This is arrived at 
by taking the total cost per books, plus 
interest during the construction, 
amounting to $294,072,475, as shown 
in Commission Exhibit No. 53, and 
adding thereto substantially $2,000,- 


000, which is our estimate of the max. 
imum amount of adjustments applica. 
ble to the property installed prior to 
July 1, 1913. 

[2] The rate base of $318,000,00 
previously referred to is thus sufficient 
to embrace all proper elements of val- 
ue including the full original cost of 
the property, which is the amount ac- 
tually invested by the company, allow- 
ances for necessary working capital, 
and any intangible elements of value 
which may attach to the property. 
Since no accrued depreciation has 
been deducted from original cost, an- 
nual depreciation is herein considered 
as being computed on a sinking-fund 
basis. 

A rate reduction of $3,000,000 will 
still permit the company to earn a 
fair return upon the rate base value as 
determined herein. 


We, therefore, find: 

1. That as of December 31, 1935, 
the rate base value of the property of 
the Commonwealth Edison Company, 
used and useful, in the rendering of 
electric service in the city of Chicago 
was $318,000,000. 

2. That the original cost for rate- 
making purposes of the physical prop- 
erty included in the property account 
on the books of the company as of 
December 31, 1934, did not exceed the 
sum of $296,000,000. 

3. That the electric rates of the 
Commonwealth Edison Company are 
and will be for the future excessive to 
the extent of not less than $3,000,000 
per year, after absorption of the 3 per 
cent state public utility tax. 
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Francis Hatmaker, Doing Business as 


The Leader Telephone Company 


Mrs. John P. Burke, Doing Business as 
Suscon Telephone Company 


{Complaint Docket No. 11161.] 


Re Mrs. John P. Burke, Trading as 
Suscon Telephone Company 


[Application Docket No. 34640.] 


Electricity, § 6 — Location of telephone lines. 


Telephone lines of separate companies should not be located on opposite 
sides of a road, but wherever practicable only one side of a highway should 
be occupied by communication circuits, leaving the other side clear for 
electric circuits, especially in rural sections. 


[September 15, 1936.] 


‘Pipaicseryl by operator of telephone service line company 

against operations of a similar company and application 

of the latter for approval of operating rights; complaint sus- 

tained in part and dismissed in part and operating authority 
granted. 


¥ 


By the Commission: The com- essary approval of the Commission in 
plainant in the proceeding at Com- violation of The Public Service Com- 
plaint Docket No. 11161 alleges that pany Law; that respondent has been 
respondent is furnishing telephone and is erecting telephone poles and 
service to the public in the township lines on the highways of said town- 
of Pittston, Luzerne county, and along ship, which said erection of poles and 
Bear creek road in said township, establishment of lines is interrupting 
without first having obtained the nec- and interfering with the telephone 
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service of complainant; that respond- 
ent is violating her tariff on file with 
the Commission by charging less than 
the rate stated therein for telephone 
service, and by furnishing telephone 
service to the public generally in the 
township of Pittston, although the 
filed tariff authorizes service only to 
the family and neighbors of respond- 
ent. 

In answer, respondent denies the al- 
legations of complainant, and avers 
that she is furnishing telephone service 
in accordance with the laws of Penn- 
sylvania ; that she has erected no poles 
or lines which were or are interrupting 
or interfering with the telephone serv- 
ice of complainant; and that the sub- 
scribers of respondent are charged 
rates shown in tariffs filed with the 
Commission. 

The parties to the proceeding at 
Complaint Docket No. 11161 are two 


service line companies whose lines are 
connected to the Pittston switchboard 
of The Bell Telephone Company of 


Pennsylvania. The complainant, at 
the time of hearing, was serving 
eleven subscribers, and the respondent 
nine. 

Respondent admitted of record that 
she was operating as a public service 
company without first having obtained 
a certificate of public convenience au- 
thorizing such operation, as required 
by Art. III, § 2, of The Public Service 
Company Law, and that such opera- 
tion was begun after January 1, 1914. 
She stated that she had not known it 
was necessary to secure such a certifi- 
cate. The complaint must, therefore, 
be sustained in so far as it relates to 
illegal operation as a public service 
company, and respondent will be or- 
dered to cease and desist from such 
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operation. Respondent, however, hs 
filed an application for the necessa 

Commission approval at Application 
Docket No. 34640, and requested tem. 
porary approval of the service pend- 
ing disposition of the application, 
Such temporary approval was granted 
by the Commission on August 4, 1936, 

Complainant stated, and respondent 
denied, that respondent was interfer. 
ing with the telephone service of com- 
plainant. Complainant contended that 
this interferénce consisted of mechani- 
cal difficulties in constructing and 
maintaining his circuits in close prox- 
imity to the collinear circuits of re- 
spondent, as well as inductive inter- 
ference of “cross talk.” The lines of 
both complainant and respondent are 
in the process of being relocated and 
rebuilt on account of highway altera- 
tions. It was stated that a clearance 
of from five to six feet could readily 
be provided between wires of the re- 
spective companies. We conclude that 
if there is any interference at present, 
it probably results from the temporary 
construction, and if both parties will 
cooperate in providing clearance of at 
least four feet, and in making and per- 
mitting clearance attachments where 
necessary, in the permanent construc- 
tion, there should be no mechanical or 
inductive interference. 

Complainant infers that, because of 
his prior occupancy, respondent should 
maintain her line on the opposite side 
of the road. This would be an im- 
proper practice to follow, inasmuch as 
it is generally recognized that, wher- 
ever practicable, only one side of a 
highway should be occupied by com- 
munication circuits, leaving the other 
side clear for electric circuits. This 
is especially true in rural sections 
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where it is probable that electric cir- 
cuits may be maintained at voltages 
which make difficult the control of in- 
ductive interference to collinear tele- 
phone circuits, and may even result in 
hazards to telephone subscribers, as 
well as telephone plant. If it is neces- 
sty that two telephone lines occupy 
the same highway, it is essential that 
the telephone companies cooperate to 
the end that they may both serve the 
public, and, in so doing, present as 
few obstacles as possible to the fur- 
nishing of electric service. 

The Commission finds and deter- 
mines that complainant has failed to 
establish that respondent has seriously 
interfered with the telephone service 
which he is furnishing, and will, there- 
fore, dismiss the complaint in so far 
as it relates to such interference. 

No evidence was introduced in sup- 
port of the allegations that respondent 
has been furnishing telephone service 
at rates less than those covered by her 
fled tariffs. The Commission finds 
and determines that complainant has 
failed to establish that respondent has 
been furnishing telephone service in 
violation of her filed tariffs, and will, 
therefore, dismiss the complaint in so 
far as it relates to such violation. 

As stated previously, Mrs. John P. 
Burke, trading and doing business as 
Suscon Telephone Company, has filed 
an application at Application Docket 
No. 34640 for approval of her right 
to furnish telephone service in the ter- 
titory which extends eastwardly along 
Bear creek road, in Pittston town- 
ship, Luzerne county, for a distance 
of approximately three miles, from the 
junction with the base rate area 
boundary of The Bell Telephone Com- 
pany of Pennsylvania. 
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At the hearing, the applicant, by pe- 
tition dated July 23, 1936, requested 
permission to modify the application 
so that the territory covered therein 
would be described as extending east- 
wardly along Bear creek road, in Pitts- 
ton township, Luzerne county, for a 
distance of approximately three miles, 
from the junction with the base rate 
area boundary of The Bell Telephone 
Company of Pennsylvania, and along 
and from other roads leading to and 
intersecting with said Bear creek road, 
and generally in Pittston township 
outside of the base rate area of The 
Bell Telephone Company of Pennsyl- 
vania. The application was vigorous- 
ly protested by Francis Hatmaker, 
trading and doing business as The 
Leader Telephone Company, on the 
grounds, inter alia, that The Leader 
Telephone Company has a certificate 
of public convenience authorizing op- 
eration in this territory, and that there 
is no public necessity for two tele- 
phone companies in this rural section, 
which the record shows embraces “39 
families” or ‘about 200 people.” 

The record shows that the sub- 
scribers of each company are satisfied 
with the telephone service received, 
and that a considerable amount of 
construction would be required for ei- 
ther company to serve all of the sub- 
scribers of the other, unless it should 
purchase the plant of the other com- 
pany. Although each company indi- 
cated willingness and ability to buy 
the plant of the other at a reasonable 
figure, so that service could be con- 
solidated and thus effect a reduction 
in plant required to serve the com- 
munity, efforts to negotiate such a 
solution were unsuccessful. The ap- 
15 P.U.R.(N.S.) 
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plicant and protestant are both service of 1914 and, at the time of hearing 
line companies connecting with The was serving ten subscribers, 
Bell Telephone Company of Pennsyl- = Upon review of the testimony, we 
vania at Pittston, where switching find and determine that the approval 
service is supplied. The subscribers of the application of Mrs. John P. 
of either company, therefore, have ac- Burke, trading and doing business as 
cess to the subscribers of the other Suscon Telephone Company, for the 
company as well as to subscribers of right to furnish telephone service jn 
The Bell Telephone Company of the area described in the amended ap- 
Pennsylvania. plication, is necessary for the service, 
The applicant has been furnishing accommodation, and convenience of 
telephone service since the latter part the public. 





NEW JERSEY SUPREME COURT 


Plainfield Union Water Company 


v. 


Board of Public Utility Commissioners et al. 


[No. 229.] 
(— N. J. L. —, 186 Atl. 692.) 


Reparation, § 11 — Powers of Commission — Statutory provisions. 
1. Chapter 48 of the Laws of 1935, P. L. 127 (N. J. St. Annual 1935, §§ 
*167-101, *167-102), is both retroactive and prospective as to the power 
of the Board of Public Utilities to determine that an overcharge has been 
exacted, and to order its repayment, p. 411. 


Reparation, § 3 — Constitutional requirements — Jury trial — Commission powers. 
2. Chapter 48 of the Laws of 1935 [authorizing the Commission to deter- 
mine when a public utility has exacted an overcharge and to order repay- 
ment] is not unconstitutional as conferring judicial power on an admin- 
istrative body, or as impairing the right of jury trial, p. 412. 


Reparation, § 38 — Defenses to claim — Voluntary payment. 


3. The question whether excess payments to a utility were voluntarily 
made, is not one for determination by the Board in a hearing under Chap. 
48 of the Laws of 1935, p. 412. 


[August 15, 1936.] 


Headnotes by the Court. 
15 P.U.R.(N.S.) 410 





PLAINFIELD UNION WATER CO. v. BD. OF PUBLIC UTILITY COM. 


CC to review order of Board of Public Utility 
Commissioners directing a water company to repay 
amount found to have been collected without warrant or 


justification; writ dismissed. 


For Commission decision see 


10 P.U.R.AN.S.) 49. 


APPEARANCES: William H. Speer, 
of Jersey City, for prosecutor; John 
A. Bernhard, of Newark, for the 
Board; William Newcorn, of Plain- 
feld, for city of Plainfield. 


PaRKER, J.: This is a certiorari to 
a order of the Board of Utility Com- 
missioners, dated June 5, 1935 (10 
PU.R.(N.S.) 49) directing the wa- 
tr company, prosecutor, to repay 


within thirty days to the city of Plain- 
feld the sum of $7,679.08, the amount 
found by the Board to have been 
“without warrant or justification ex- 
ated by way of surcharge from the 
city by the company.” 
language of the order. 


So runs the 
It is attacked 
on four principal grounds: (1) That 
at the time of hearing on the applica- 
tion of the city for repayment, no 
statutory power was vested in the 
Board to order repayment; (2) that 
Chap. 48 of the Laws of 1935, P. L. 
p. 127 (N. J. St. Annual 1935, §§ 
*167-101, *167-102), relied on by 
the Board, was not enacted until near- 
lya year after the hearing, which was 
held April 16, 1934, and remained un- 
decided until the act of 1935 had be- 
come a law, and that said act is not 
tetroactive; (3) that if it be held re- 
troactive, it is unconstitutional; and 
(4) that the excess payments made by 
the city were voluntary and cannot be 
recovered back. 

For present purposes, the first point 
may be conceded. Mr. Justice 
Donges, then a circuit court judge, so 
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decided in 1928. National Radiator 
Co. v. Pennsylvania R. Co. 6 N. J. 
Mis. R. 778, 781, P.U.R.1929A, 159, 
143 Atl. 85, as did the Board itself in 
1933. Flanagan v. Hackensack Wa- 
ter Co. (N. J.) P.U.R.1933B, 394. 
However, it is unnecessary for us to 
pass directly on the point, for reasons 
presently to be stated. 

[1] Point 2 is that the act of 1935 
is not retroactive so far as relates to 
directing restoration of moneys found 
to have been unlawfully exacted. This 
is the really important point in the 
case, and requires a careful examina- 
tion of the statute, which is entitled as 
a supplement to the Public Utility Act 
of 1911 (P. L. p. 374) and reads as 
follows : 

“1. Whenever any public utility 
shall heretofore have been or shall 
hereafter be authorized by the Board 
of Public Utility Commissioners to 
collect a surcharge to raise a definite 
amount of money or for a specified 
purpose and the Board, after hearing 
upon notice, shall determine that the 
amount authorized has been collected, 
or that the specified purpose has been 
accomplished, the Board is hereby em- 
powered to require by an order in 
writing the immediate discontinuance 
of such surcharge. 

“2. Whenever after hearing upon 
notice the Board shall determine that 
any public utility has collected by 
means of a surcharge an amount 
of money exceeding the authorized 
amount or has continued to collect a 


15 P.U.R.(N.S.) 





NEW JERSEY SUPREME COURT 


surcharge after the specified purpose 
for which it was authorized has been 
accomplished, the Board is hereby em- 
powered to require such public utility 
by an order in writing to repay the 
excess so collected to those from 
whom the same was collected. 

“This act shall take effect immedi- 
ately. 

“Approved March 5, 1935.” 

It seems clear enough that § 1 (N. 
J. St. Annual, 1935, § *167-101), 
empowering the Board to order a dis- 
continuance of a surcharge previously 
authorized, is both prospective and re- 
troactive as to the original authoriza- 
tion of the surcharge; and prospective 
as to the hearing and determination 
that it should cease. Section 2 (N. J. 
St. Annual, 1935, § *167-102) goes 
on to confer the power to order an ex- 
cess surcharge refunded, and this sec- 
tion, it is argued, is not retroactive. 
But it is in part materia with § 1; and 
applying the familiar rule that in con- 
struing a statute every part of it 
should be considered, we have no dif- 
ficulty in concluding that the power to 
order refund of an excess charge in- 
cludes excess charges collected before 
the act as well as those to be collected 
after it. 

[2] The third point is that the act 
of 1935 is unconstitutional. This case 
was not argued orally, but was sub- 
mitted on, printed briefs; and in the 
main brief for prosecutor, less than 
a page is devoted to this point, with no 
citation of authority. The argument 
therein is that the legislature has un- 
dertaken to confer judicial powers up- 
on an administrative body, and has al- 


so infringed on the right of jury trial 
To this it seems sufficient to say th, 
so far as relates to the determinatio, 
of facts by the Board, its jurisdictiog 
was not questioned at the hearing; ang 
if that body could lawfully find whaj 
was a fair rate for a utility to charge 
and could lawfully permit a temporar 
increase, it could by the same token, 
when authorized by statute, determing 
when the increased rate should cease, 
and whether more than enough had 
been collected. If so, the power to 
order an excess refunded logically fol- 
lows, and is quite analogous, in our 
judgment, to the power to require 
a railroad corporation to construct an 
overhead crossing, which is everyday 
practice. In the act of 1935 the leg- 
islature has made no provision for the 
enforcement of the orders contemplat- 
ed therein, relying, no doubt, on § 33 
of the original act, P. L. 1911, p. 387 
(amended P. L. 1924, p. 379 [Comp. 
St. Supp. 1924, § *167-53]), and 
other cognate legislation. Our pres- 
ent concern, however, is with the ju- 
risdiction of the Board to make the 
order. 

[3] Finally, that the payments were 
voluntarily made. The Board at the 
hearing refused to go into this ques- 
tion, and properly as we think; for its 
function was limited by the statute and 
did not include defenses to a recovery 
which would naturally be for the de- 
termination of a court and jury, or in 
proper cases, a court of equity. 

Our conclusion on the whole case is 
that there is no legal infirmity in the 
record brought up by this writ, and 
the writ will accordingly be dismissed, 
with costs. 





15 P.U.R.(N.S.) 
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by years of dependable 


Service in gas lines... 


1,114,369 ft. of 6%" O. D. and 158,562 ft. 
of 8%’ O. D. Republic Electric Weld Line 
Pipe in Kansas Pipe Line and Gas Co. 
gas line, Platte River Crossing, Nebraska. 


REPUBLIC 


ELECTRIC WELD LINE PIPE 


HIGH 
YIELD POINT 
WITH HIGH 


OTE THESE FEATURES 


100% Perfect Weld... Uniform Wall Thick- 
ess... Uniform Diameter... Perfectly Round DUCTILITY 


.. Straight... Easy to Weld... Easy to 
Look to Republic for all your piping requirements — 
‘ casing, tubing, drive pipe and line pipe —steel, cop- 
end... Free from Scale Inside and Out... per-bearing steel and rust-resisting Toncan Copper 
Molybdenum Iron in butt weld, lap weld and 
electric weld pipe. Write for detailed information. 


ny Desired Yield Point with High Ductility 


}..Double Lengths without Mid-Weld. Republic Steel 


Write for complete detailed information. 
COR PORAZIO FS 


MORE THAN 8000 MILES IN SERVICE GENERAL OFFICES:--CLEVELAND, OHIO 
When writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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HERE'S HEAT-ON-WHEELS 


for those cool days 


in Spring and Fall 


and the damp ones 


in Summer 


Hf sxe an electric steam radi- 

ator on wheels. It is only 21 
inches high and 4% deep. Takes R 
up but little room. Is good look- en 
ing. Can be easily pushed from room 
to room and plugged in. Gives both NS 
convected and radiant heat, same as any Ay 
free-standing radiator. 


Made in three sizes for 10Y%2, 14 and 17'4 
square feet of radiation. 


Is equipped with thermostat and automatic 
current cut-off. Cuts in at low pressure. 
Cuts out at a fixed high. 


Thoroughly guaranteed by Burnham, makers 
of heating equipment since 1873. 


Send for prices. Get the catalog for full facts. 
See for yourself it’s sales possibilities. 


Burnham oiler Corporation, 


IRVINGTON, NEW YORK 
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No. 14 of a series of messages to Public Utility executives pointing out oppor- 
tunities for load-building by promoting the use of electric arc welding 


Get aboard! 
BOAT BUILDERS 


are navigating to welded steel.... 
and K.W. H.* 


Instruction 


por Power 


Salesmen 
* 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so that 
they can discuss it intelli- 
gently with prospects. Are 
you interested in securing 
this service? Just get in 
touch with our main office 
in Clevcland, Ohio. 


Whether they manufacture row boats or yachts... 
the boat builders are today good prospects for elec- 
trical load. The reason: They are adopting welded 
steel construction and, for the sake of construction 
economy, this calls for the electric arc. 


Why not get aboard and speed this electric welding 
market to its destination. The sooner it is devel- 
oped, the greater your reward in revenue will be. 


The Lincoln man can explain the uses of arc weld- 
ing in boat construction, and in other fields, so that 
your power salesman can do the most effective job 
in a minimum of time. Enlist his services or get in 
touch with THE LINCOLN ELECTRIC COM- 
PANY, Dept. YY-327, Cleveland, Ohio. Largest 
Manufacturers of Arc Welding Equipment in the 
World. 


* Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 
5,000 to 10,000 Ibs. of electrodes per year. 


DIN CG 
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They outlast all others 
because they can 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


°" FETHANHED WIRE 
ANCHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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shich mean 
REATER ECONOMY 
0 YOUR COMPANY; 


{ORE RELIABLE SERVICE 
10 YOUR CUSTOMERS. 


l 


6 
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ee 


They are incorporated in Pennsylvania 
Distribution Transformers: 


Coils are circular—not rectangular—so that they withstand short circuits 
without distortion. 


Coils are of the open type, similar to power transformers—instead of the 
ordinary closed type. 


Coils are treated in varnish—not compound—and therefore will not soften 
under high temperature nor contaminate oil. 


Coils, due to open type construction, have a low temperature gradient between 
copper and oil—a feature which permits greater overloads with perfect safety! 


Coils are treated at a temperature limited to 105°C (the maximum permitted 
by A. I. E. E.), thus assuring a permanently safe and pliable insulation. 


High-tension and low-tension bushings are bolted from the exterior of case, 
eliminating necessity for handling tools on inside. 


The transformer insulation is properly co-ordinated with the flash-over of the 
bushings, thus providing necessary surge-resisting qualities. 


The transformer is so designed that radio interference is reduced to a 
minimum. 


Let us explain more fully in our quotation 


Pennsylvania Transformer Co. 
1701 Island Ave. N. S. Pittsburgh, Pa. 
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Permaflector Lighting 





Grimsets, PittssurcH:—View of street floor, after installation of new Pittsburgh Luminaire No. 5025. 


> 


Intensity 


merchandise tripled—no glare—reveals fully this spacious and beautiful interior. 


LUMINAIRE NO. 5025 


Gimbel Bros. Department Store at Pittsburgh 
is one of those progressive establishments who 
firmly believe in the value of good lighting as 
an aid to bigger sales. 


In a recent newspaper advertisement, they 
say of their new lighting: “Proper lighting is 
a science, you all know. Now you can see how 
helpful this science is to you . . . in the 
absence of glare, in the ease of matching color, 
the determining of the exact shade you wish, in 
the pleasant, restful atmosphere which Gimbels’ 
modern system provides.” 


Luminaire No. 5025 is primarily a di 
lighting fixture, but has a slight indirect cc 
ponent, sufficient to illuminate the ceiling, 
well as the exterior surface of the upper bo 
of the fixture itself. The bottom member 
equipped with a concentric louver, which hit 
the light source, thus preventing glare. 


Write for full information on our new 
inaire No. 5025 and details of the installat 
at Gimbels. Department stores all over 
country are renovating and modernizing, 
we believe this new unit offers the answer 
many of their problems. 


PITTSBURGH REFLECTOR COMPAN 


4 ») er i 


OLIVER BUILDING 


ee 
pas Zs 
Per rm. aflect C i 


PITTSBURGH, PA. 
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et’s look at the records... 


The past is a clear picture—the present an open book HAT happened last week—last 

the future a lighted path—with Taylor Power Re- patie 20%: ae ‘<n 

corders. Use them to check waste and high power costs _ ing on the matter, you can find out 
quickly from the accurate records 
written by Taylor Power Plant 
Recorders. 

Through their charts these Re- 
corders show past errors and guard 
today’s revenue and profits against 
waste and high power cosis. They 
are specially designed for use in 
helping you produce and supply 
power most economically and effi- 
ciently. They protect against tem- 
perature and pressure “leaks” that 
may be unsuspected or hidden now. 

Taylor Recording Thermometers 
have modern refinements that as- 
sure greater accuracy and durabil- 
ity. With an improved mechanism 
they have maximum sensitivity and 
accuracy without sacrificing in any 
degree thg life you should expect 
under severe conditions of service. 
They are constructed so as to serve 
efficiently and economically. Their 
accuracy saves money; their dura- 
bility pays dividends. 

Let a Taylor representative dis- 
cuss any temperature problems 
with you, then put a Taylor Re- 
corder to any test you wish. You 
will find that it measures up fully to 
your needs. That is what our tests 
show and what many plants have 
proved. For complete details on 
Taylor Recorders, write for a spe- 
cial Power Plant Catalog. Address, 
Taylor Instrument Companies, 
Rochester, N. Y., or Toronto, Can- 
ada. Manufacturers in Great Brit- 
ain—Short & Mason, Ltd., London. 


Hodern Taylo.> Recording Thermometer. For applica- 


within minus 100° and plus 100° F, Fine-appearing, : y indicating Recording - Controiling 
‘able black nish, Face- or flush-mounted cases, Duit- ¥ oy L 
case, Ter, erature recorder in three types—Mercury-, , 


i» and Vap:°- Actuated. Mercury type uses Taylor Ac- ae 
jeratus Tubinz designed to pensate for temp « > TEMPERATURE, PRESSURE and 


inges throus) vbich tubing passes and to assure a reading - 
the correct b../b temperature. FLOW INSTRUMENTS 


OR ays aN Ae 


US 8 Sos 
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Sangamo Mete 4 
in ““A’’ and * 
Mounting 


Sangamo modern 

ters, whether singlep 

watthour meters—eg 
bination singlephase watthour meters and 
switches, with either single or two-rate reg ‘i 
ters—or two-element watthour meters—all 
designed for modern "A" and "S" mounting 


Modern Meters tor Modern Load 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





HEAVY DUTY BUS SUPPORTS 


In 1913 DELTA-STAR published Bulletin 8 
with 32 pages of data on UNIT TYPE indoor 
bus supports up to 23 K.V. and Bulletin 31 
series, published in succeeding years, pictured 
the progress of UNIT TYPE designs. So 
apparent were the advantages of interchange- 
able designs that these bus supports enjoyed 
a rapid success, and today hold an outstand- 
ing position in the minds of engineers. 


And year by year it has been improved by 
constant refinement, but interchangeability of 
parts has never been overlooked. The net 
result is a highly efficient design with over 
21,000 assemblies and an adaptability greatly 
appreciated by construction engineers, who 
steadily reorder UNIT TYPE. 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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Built to handle the tough- 


est kind of demolition jobs 


at substantial savings, the 
BARCO Portable Gaso- 


line Hammer is capable of 


doing its work fast and 
well. In one hour and 
forty-five minutes a street 
intersection of reinforced 
concrete 10' long, 3' wide 
and 8" thick was demol- 
ished. Another BARCO 
drilling 200 holes in rock, 
(ranging in depth to seven 
feet) paid for itself on this 


one job. 


BARCO Hammers are 
self-contained and elimi- 
nate necessity for usual 


costly power plants. 


Ask for details. 


BARCO MANUFACTURING COMPANY 


1803 W. Winnemac Ave., Chicago, Il. 


BARCO,.. cscs 
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The Trend 
to Dictaphone 
Sweeps On 


NEVER has interest in Dictaphone run so 
high as it does today. Businesses of every 
sort and size are turning to this modern 
dictating instrument—simply because it 
gets things done so quickly, smoothly, ac- 
curately and conveniently. 


Actual handling of correspondence is 
only the first of a long list of Dictaphone’s 
benefits. All day long, it lets men and their 
secretaries work, independent of each 
other’s time and convenience. Try out 
Dictaphone in your office. 


DICTAPHONE 


Sales Corporation 
420 Lexington Avenue 
New York City 
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Saving B. T. U's Is 
Saving Dollar: 


A gain of several degrees in 
Hotwell temperature is effected 
the design of the C. H. Whe 
“Dual Bank” type condenser. 


When multiplied by the pounds 
water passing through the conden 
per hour, this degree increase x 
resents a saving of many dollars, 


C. H. WHEELER MFG. CO. 


19th St., Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


C. H. WHEELER OF PHILADELP 
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AMERICAN STREET ILLUMINATING 


¢ COMPANY « 
261 N. Broad St. 





* 


THIS IS 


-.WAST 





Philadelphia, Pa. 


The light that does not fall upon the street, serves no 
useful purpose. Uncontrolled, undirected .. . it is waste. 


This fact has been recognized by a great many utilities 
who have adopted Silvray “Multiplex” Processing for 
street illumination in the communities they serve. With- 
out change in existing equipment, they are increasing 
effective illumination from 30 to 50 per cent... at an 
annual additional cost that represents only a very small 
percentage of the annual street lighting revenue. 


And, the fruits of their choice are very evident in the 
substantial rewards of an increased Commercial Load 
and greatly improved public relations. 


Write for details . . . or have one of our Engineers 
call with reference to a Survey or Recommendations. 


“Backed by 58 Years’ Street Lighting Experience” 


The SILVRAY Method casts the light on the Street 
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New—For Industrial Lighting! 


ef “TRIPLE A” ALZAK STANDARD 
DOME SOCKET REFLECTOR 


urectly designed for Maximum Efficiency and Distribution. 


Underwriter’s Laboratories Standard. 


= @ 1. Exceptional light-output. 
if | @ 2. Desirable Color Correction. 


@ 3. Light-weight; easy to handle. 


ai 


@ 4. Never rust, discolor, or peel. 


@ 5. Will not chip or break. 





@ 6. Modern in appearance. 





Permanency 


sis and Toughness 
ing for 
With- 


sreasing 

. at an 

y small : nN 

— ALZAK 
| Load 


gineers 
ions. 


Glass-Alzak Type 


Write for our No. 30 Catalog 


She FE OWIN EF. Guia Company 


DESIGNERS-ENGINEERS-MANUFACTURERS 
Lighting Equipment 


ST. LOUIS. U.S.A. 


re” 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





YOUR BEST 


you, the purchaser, the most impor- 
tant element in any product is the maker. 
The G-E monogram is your best guarantee 
that you are getting a full dollar in equip- 
ment value for every dollar you invest. It 
means progressively improved service on 
your system, lower maintenance, and lower 
operating costs. 


In addition, there are the many extra values 
that are part of General Electric’s services 
to your industry—important benefits that 
your company is certain to share. Among 
these benefits are: 


Technical assistance that helps you solve 
your most difficult engineering problems. 


Progress in the design and development 
of generation, transmission, and distri- 
bution equipment, that results in contin- 
ually lower costs and improved service. 


GUARANTEE 


Load building that adds automat 
forty millions of dollars each ye 
power-company revenue. 


The development of new uses for 
tricity—the opening of new and 
markets for your product. 


The promotion of load-building i 
such as the New Science of Seeing, 
all-electric kitchen, and the New 

can Home—programs that are pus 
domestic load and revenue to undrei 


of heights. 


We sincerely believe we are the only 
trical manufacturer from whom you ob 
in such large measure the benefits of rese 
engineering, and load building. We feel 
we have earned the right to ask for } 
business on the basis that you get mort 
your money with General Electric—fgu 
any way you wish. 
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ABI-IYPER Composing Unit 


...a complete Type Composing 
Department for the office... 
your stenographer operates it! 


NOW . . . all the reading matter for your office forms, house-organs, 
bulletins, statistical reports, etc., can be composed on the VARI-TYPER 
Composing Unit . . . by your regular office stenographer. . . ! A great 
wariety of different type-faces, (instantly interchangeable) and a variety of 
different spacings, both horizontal and vertical, make it possible to compose 
reading matter which will rival printers’ type in appearance and versatility. 
The savings, of course, make this unit a most important contribution to the 
modern office system. 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE NEW YORK, N. Y. 








Dependable servicelong hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 
light: and batteries have proven they can 
take i. That's why each year more and more 


utilities specify “Ray-O-Vac”’. 


AY-O-VAC COMPANY 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and PLANT MADISON, WISCONSIN 
Additional Factories at Clinton, Massachusetts, Lancaster, Ohic 
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—but not when 


you use 


THE FAMOUS TRIDENT 
FROST-PROOF METER 


Its parts are interchange- 
able. Among other Trident 
features it embodies the Oil- 
enclosed Gear Train, Anti- 
Friction Disc Thrust Roller, 
Snap Joint Disc Chamber; 
special Heat-proofed and Re- 
movable Bushings on Gear 
Train and Register. 


Quality 


The north winds blew . . . but freezing weather brought 
no big repair bills—no loss of revenue—to lines equipped 
with Trident Frost Proof Meters, with inexpensive break- 
able bottom that relieves ice-strains. And many winters 
will pass before you will have to replace these meters— 
because modern interchangeable parts fit perfectly the old 
as well as the new models, and will continue to fit as long 
as we manufacture water meters . . . and we've been at it 
for well over a generation! All types for 
all purposes. Write Neptune Meter Com- 
pany (Thomson Meter Corp.), 50 West 
50th St. (Rockefeller Center), New York 
City ... also... Neptune Meters, Ltd., 
Toronto, Canada. 


TRIDENT 
=! a B er Water 





OVER 6 Million MADE AND SOLD THE WORLD OVER 
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RMORED CABLE «© BUILDING WIRE AND FLEXIBLE CORDS = RADIO WIRES = 


From Raw Material 


—to Finished Product 
Y KS 
tee a8 


a ye, ¢ Tl SA 


Kk. 


AL 
ASE CW 


: 
A 
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The battery of more than one thousand braiding machines shown 
in the above picture is used to apply cotton, silk and rayon braids 
in the manufacture of CRESCENT Insulated Wires and Cables. 
This is only one of the many operations that go on in this exten- 
sive plant, where a complete line assures you of one reliable source 
of supply. 


» S21@V2 GaSVONZ OVI 


ZIV WAMOd wIEGENnd 


# CRESFLEX NON-METALLIC SHEATHED CABLE = MAGNET WIRE = 
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Cutting CU Bad Debt Loss 


To 


hs one 
g / 100 of 


percent: 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 


connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


DICTOGRAPH - TELEMATIC. 
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GARRISO 


The Modern DRY Method of 
FIRE Extinguishment 





BULLETIN NO. 6—for the information of PUBLIC UTILIT Y EXECUTIVE 








Garrison Insures Against 
Interrupted Service 
Losses 


Garrison DRY Compound is a non-conduc- 
tor.of electricity. Doesn’t evaporate, freeze, 
or deteriorate. Damages nothing but fire. 
Is “the safest and quickest method of getting 
oil fires involving electrical equipment under 
control” (Utility Committee report). 





Garrison Fire-Detecting elements can be i 
placed inside transformers, condensers, tur- ABAD FIRE ... 250 gallons of oil, and x" 
bine sets, etc., as well as in exposed areas.  falons of gasiline in 9 pit 20 + 10 feet, 12) 
Such elements (systems) can be arranged 
so as to automatically and instantly actuate 
Garrison apparatus upon detection of a dan- 


gerous heat condition. 


GARRISON EQUIPMENT is today stand- 
ing guard over one of the largest munici- 
pally-owned turbo-generating stations in the 
country. 


Send for our New Brochure—“The Modern 
Dry Method of Fire Extinguishment’’ 





Sole Exclusive Manufacturing and Sales License under 

all Du Gas Company patents—U. S. Patents 1,793,420, 

1,839,658, 1,866,981, and others issued, and. patents 

applied for—and foreign patents both issued and 

bending—as well as under Garrison “patent applica- 

tions pending.” 

Extinguished in 27 seconds, with Gaxrison 
Dry Compounp. 


GarRison/ GARRISON ENGINEERING CORPORATION 


pRoDUCTS Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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THE KEYNOTE OF 


BOOSTERS 





@ There is nothing complex about Westing- 
house BR Feeder-Voltage Boosters. Every part 
has been designed to attain the simplicity that 
reduces maintenance to the minimum and makes 
inspection as easy as possible. 

In keeping with this spirit, simple magnetic- 
operated contactors are used for changing taps. 
No gears, motor, limit switches, or other similar 
devices are used. These contactors have both 
front and back contacts made of heat-resisting 
material to withstand all normal arcing and are 
submerged in oil to assure long life. To make 
them easily accessible for inspection and main- 
tenance, they are mounted in a separate compart- 
ment at the top of the tank. 

Ask for BR Booster Catalog 47-225, Room 5-N, 
East Pittsburgh, Penna. J 70023 
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New. HI-SPEED L&H Calrod 
to further L&H Range sales! 


THIS is NEWS! It means soarinc 

sales for every L&H Range deale 
... now that L&H Electric Ranzes wil 
have the new, improved Hi-Spee 
L&H Calrod—in addition to all the 
other L&H exclusive, sales-pulling 
features. Write or wire for complete 
details. 


A. J. LINDEMANN & HOVERSON CO. 


Milwaukee 
New York Chicago 


ELECTRIC RANGES 


HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 














NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, “. Y. & 
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FLUELESS and 
CABINET 
GAS-FIRED 
BOILERS 


Develop steam Quickly 
and Efficiently. These 
boilers are designed for 
service and economy. 


The Kisco Flueless Gas-Fired Boiler 


The large, effective heating surface plays an impor- 
tant part in the rapid steaming efficiency of this boil- 
er. It is completely automatic, being equipped with 
the Kisco Water Regulator, which maintains a con- 
stant and uniform water level at all times. It can 
also be supplied with a Kisco Water Feed Tank Sys- 
tem, Feed Pump, or Return-to-Boiler System. 

The boiler is furnished completely assembled, ready 
for a few minor connections. It is heavily insulated 
to avoid expensive radiation losses and to assure eco- 
nomical service. 


The Kisco Cabinet Gas-Fired 
Boiler 


Was especially designed for hard water condi- 
tions. It is of horizontal design and built into 
a heavily insulated cabinet. The “Three-Way” 
Heat Travel and other exclusive features de- 
serve careful consideration. 





Write For Bulletin P.U. 12-1 And Learn 
Why Kisco Is “The Choice of the 
Well-Informed.” 


KISCO BOILER & ENGINEERING COMPANY 
4333-15 DUNCAN AVENUE, ST. LOUIS, MO. 


“ESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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ROBERTSHAW 








FOR THE MOST DIVERSIFIED LINE OF 


AUTOMATIC HEAT CONTROL: 


FOR THE KITCHENS OF HOTELS AND RESTAURANTS 
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ON STEAM TABLES [Ml TCE TY 1133 ON BAKE OVENS 


ROBERTSHAW THERMOSTAT COMPANY 
YOUNGWOOD, PENNA. 


Manufacturers who have spe alized in thermostats since 1899 
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Give the Tough Work to 
TERNATIONAL Tractors 


a 


! Px 


a 


a ere Cis. et 
An International Model I-30 Industrial Tractor, equipped with power shovel, speeding up 
gonstruction work for a public utility. 


PERATORS everywhere are specifying 

International Tractors and Power 
Units for the hard work because they 
know from experience that this equip- 
ment is built to take it. Sound engineer- 
ing and quality construction, in every 
detail, account for the ruggedness and 
dependability you can expect from Inter- 
nationals. 
Let Internationals solve your industrial 


power problems. The line includes 
wheel tractors and ‘TracTracTors 
(crawlers), and power units which 
range in size from 12 to more than 100 
h.p. Keep this fact in mind: Service 
is always available through our exten- 
sive service organization. See an au- 
thorized International industrial dealer, 
or Company-owned branch, for com- 
plete information. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue 


Chicago, Illinois 


TERNATIONAL HARVESTER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly Deceinber 3, Miece 














He wed aninate ale 


The CREAM of 
MID-CONTINENT CRUDES 


Moderately priced, Cities Service Motor Oil 


is the choice of particular motorists who want 


an economical lubricant— yet one that does 
not sacrifice performance to price. 

This high-quality, completely dependable 
motor oil is refined from the choicest crudes 
of the great Mid-Continent fields. With it you 
will get the performance to which you are en- 


titled and at the same time you will save money. 


CITIES SERVICE 
Motor Oil 
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The PERFECT 
PENNSYLVANIA OIL 


Refined with all the care and skill that are the 
result of 73 years of refining research and ex- 
perience, this super-lubricant gives you triple- 
duty protection —it seals, cools, lubricates. 
Koolmotor Oil not only resists heat, but 
actually carries heat away from friction sur- 
faces. It is the perfect Pennsylvania oil and 
with it in your crankcase you are assured of 


care-free miles of motoring enjoyment. 


KOOLMOTOR 
Motor Oil 
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STEEL BUILDINGS 


Thousands of miles of transmission towers... structural 
work necessitating highly specialized fabrication... 
enormous areas of Electroforged open flooring... stand- 
ard steel buildings for all uses... gas cleaners oe natural 
gas lines. . . steel forms for concrete tunnels, walls, etc., 
... steam purifiers, desuperheaters...clamshell buckets 
... and other products of Blaw-Knox manufacture are 
at work for the Public Utilities af America. 

The fact that Blaw-Knox Products are in accord with 








December 3, 19 





eae ct 





CLAMSHELL BUCKETS 





the rigid standards of Public Utility pur- 
chasing is proof not only of the merit of the 
products themselves but of the house behind 


the products. 


BLAW-KNOX COMPANY 


2057 FARMERS BANK BUILDING, PITTSBURGH, PA. 


—_— 
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The Wagn er plant is fully equipped 
to build single- or three-phase go : 
aosformers in standard ee Write today for the new 
n tages. The transformer Wagner in 181 
here illustrated is a 12,000-kva, which completely de- 
4,500-vol: delta to 4500-volt Y, scribes Wagner power 
three-phax: air-blast power trans- transformers. 
y oguinped with the 
and control devices. 


Wagner Electric Corporation 


6400 Plymouth Avenue. Saint Louis. U.S.A. 





TP236-1BA 


eH 


Tr«onsformers Motors Fans Brakes 
Baht. eee ALI I DME I UA A TO MR TOR 
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RESISTANCE TO 


OXIDATION 


The Purity of Gargoyle 
D.T.E. Oils Minimizes 


Sludge and Lengthens 


Periods between Cleanings 


Lubricants 


SOCONY-VACUUM OIL COMPANY, INC. 


STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPARY - MAGHOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 
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@ Hang Any Piping in Any 
Place with Grinnell Adjust- 
able Pipe Hangers and 
Supports. 


Prefabrication offers possibilities for substantial economies in compli- 
cated piping assemblies. 

Successful pipe fabrication demands not only adequate equipment 
itself but, even more important, the ability to interpret faithfully the ideas 
and plans of engineers. 

The recognized ability of Grinnell to interpret intricate layouts and to 
make scheduled deliveries for the most complicated installations is particu- 
larly well expressed by the often repeated statement from engineers— 
“Give the plans to Grinnell if you want to meet schedules.” 


GRINNELL COMPANY 


EXECUTIVE OFFICES one PROVIDENCE, R. 1. 


SEND FOR COPY DATA AND Branch Offices in Principal Cities 
SPEC. FICATION BOOK No. 7 
—_— 


GRINN ELL 


FABRIC ATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDARDS 


—_ 
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THIS LABEL CUTS 
REPAIRS 











That guarantee tells the whole 

story of the amazing strength of 

RIGID Pipe Wrenches. 
It explains why FRIGZS30BDs cut your wrench repairs fully 75%. 
Chrome molybdenum nickel alloy jaws—yes, and alloy handles also. 
Pass U. S. Government and Navy tests—yes. We say RIFID 
Wrenches are all heavy-duty—and say it with a plain guarantee. 
You'll like also the no-lock jaws, heel jaw replaceable, hook jaw with 
handy pipe scale on it; adjusting nut that spins easily in all sizes, 6" to 
60", and other features. 


See your Jobber or write for the whole story of these remarkable tools 


THE RIDGE TOOL COMPANY, ELYRIA, OHIO 





And you'll like this End pat- 

tern for pipes against flat sur- 
faces and in tight places. Comes in 6" to 36" sizes. 
Same guaranteed housing. 


Rikclb PIPE TOOLS 
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PERMANENT 
STRENGTH 


Copperweld Overhead Ground Wires 
have the high tensile strength and mechan- 
ical stability required for such installa- 
tions. They can be pulled up tightly, 
with safety, to provide maximum clear- 
ance above conductors at midspan. They 
| are able to withstand heavy ice and wind 
loadings without being overstressed. 


Copperweld Ground Rods and Clamps 
provide the dependable grounds re- 
quired with overhead ground wires. They 
do not depreciate with time. 


COFPERWELD STEEL COMPANY 


GLASSPOAT--~- PA. 
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WHICH TO BUY? 


RICTION tape looks much the 

same in every roll. But ASTM 
Specifications provide tests which 
indicate performance quality. 


Of six samples recently tested 
at E. T. L., two were twice as 
good as the rest, yet they cost 
only half as much! 


That’s why many utilities like 
to Know by Test on everything they 
buy, use, sell or service. Write 
for your copy of an interesting 
new booklet which explains our 
services and suggests how we can 
help you. 


39 Years of Service 
to the Electrical Industry 


ELECTRICAL 
TESTING 
LABORATORIES 
tand East End Avenus 
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DAVEY LINE CLEARING SERVICE 


Building Good Will 


Davey line clearing service can help you to improve 
public relations, for Davey men are respected and 
well liked by tree owners. Afew of the reasons for 
this are that they have: 


@ Tact 

@ Resourcefulness 

@ Special Training 

@ Fine Appearance 

@ Constant Supervision 


You, too, will like Davey men. They are energetic, 
eager to please, anxious to promote your interests 
in every way possible. A Davey representative will 
be glad to provide you with further information. 


THE DAVEY TREE EXPERT CO., 


DAVEY TREE SURGEONS 


Kent, Onio 


PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 
SAFETY GAS MAIN STOPPER CO 


523 Atlantic Avenue 
Brooklyn, New York 




















Use the Hays Coppe 


Method to Hook up Mod 
ern Appliances Efficientl 


ODERN appliances deserve a good appea 
ing installation job. 


It pays in dollars an 


cents also to use the Modern Hays Copper Methoi 





be Sy * ae 4 
DOUBLE SEALS BEAR 
THE KEYSTONE MARK- 
to show approv- 
al by Under- 
writers Labora- 
tories 





SEND FOR 


HAYS MFG, CO. 


We invite your investigation of its good appea 
ance, great strength, long life and economy. 


Use Hays Double Seals to hook up appliances; fo 
water or gas service lines and for miscellaneo 

repair or replacement work. In fact, whereve 
copper tubing is used, you will find Double Sea 
in demand. Start your investigation today. 


\ah h\ A COPY 


fe) ERIE, PENNA 
Specify HAYS DOUBLE SEALS 





THE MERCOID SWITCH 
ELIMINATES ALL 
CONTACT TROUBLE 


at 
7 
y 
: 


y 
| 
| 


CONTROLS ARE THE MOST IMPORTANT 
UNITS IN ANY TYPE OF AUTOMATIC HEAT- 
ING OR AIR CONDITIONING EQUIPMENT 


If the controls cease to function or fail to operate 
correctly, the whole equipment follows suit. e It 
is obvious that the better the controls, the better 
the performance of the equipment. « The Mercoid 
Corporation has steadfastly adhered to the policy 
of making only the highest grade of controls. 
The quality was never sacrificed for price. 
THE MERCOID SENSATHERM 
illustrated above, is outstanding for its sensitivity 
and reliable performance. There are many thou- 
sands of these thermostats in service over a long 
period of time, and all are giving complete satis- 
faction. e Further details of the Sensatherm as 
well as on all other Mercoid Controls, contained 
in Catalog No. 100-PA. Write for a copy. 





THE MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-PA TO: 
ee 
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Ready for QUICK Heating- 


Those annoying COLD SPOTS are quickly put out of business when you 
direct the warm air from a BREEZO-FIN Unit Heater at them! 

And Breezo-Fin Heaters are easy to install, too. They come in a good 
range of sizes, are efficient, quiet, sturdy. They have no “pockets,” no short 
tubes, no “multi-joint” construction in the coil, hence no coil trouble. 

They are ready for stock shipment. 


BUFFALO FORGE CO., 444 Broadway, Buffalo, N. Y. 
In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 





Bul? Unit Heaters 
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FOLD-A-WAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 


mber 3 




















Economy of floor 


space appeals 
to housewives 








everywhere 








Balanced, easy lifting. 
Shoe pulls up with 
one finger. Self-lock- 
ing, rigid, folding leg 


Takes No More Floor Space S end table. 
Than Kitchen Chair ba 








It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers afford a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 
sales close to those on washers for many aggressive dealers. Send 
for all the facts today. 


Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


54th Ave. and Cermak Road, Chicago, Ill. 
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Armor rods protect against flashover, abrasion, and vibration 
ptigue. Stockbridge Dampers are the last word in funda- 
wental vibration control. These are basic Alcoa developments 
Bpplicable to all types of lines. Aluminum Company of 


merica, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


LCOA-ALUMINUM 


ALCOA 
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PROFESSIONAL DIRECTORY 


® This page is reserved for engineers and engineering concerns especially equipped by 
uperience and trained personnel to serve utilities in all matters relating to rate questions, 


ippraisals, valuations, special reports, investigations, design and construction. « 














DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


ford, Bacon & Davis, Anc. 


Engineers 
VALUATIONS & REPORTS 


NEW YORK 


RATE CASES 
APPRAISALS 
INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








BLACK & VEATCH 


Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals — Rate Investigations 
Engineering Reports to Banks and Bond Houses 








EDWARD J. CHENEY 
ENGINEER 


Pablic Utility Problems 


61 BROADWAY NEW YORK 











SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
— Reports — Examinations —Valuations 


20 North Wacker Drive Chicago, Ill. 
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ELECTRIC TEA KETTLE 














Hot Water for the Wein, a we! y Pre ing Dri 
Morning Shave i i Co oc on Tent 




















For Washing and oh Numerous Uses 
Rinsing Dishes on ’ in the Kitchen 





When Laundering ' In the Nursery for 
Delicate Fabrics Baby’s Milk, etc. 


A Grand Gift... 


POPULAR WITH RANGE OWNERS SPEEDY—ECONOMICAL 


The latest electrical appliance—especially It brings 2 pints of water to a boil in less 
popular with electric range owners. Pro- than 6 minutes (capacity 5 pints). Then 
vides hot water speedily and economical- a melodious whistle acts as a reminder to 
Connects with any convenience outlet, Ef. Shut off the current. A cool trigger lifts 
fects savings of up to 40% in current spout cap when filling or pouring. 
consumption. 


Write for complete information regarding 
this load-building appliance. 


WEST BEND ALUMINUM COMPANY 
DEPT. 66A WEST BEND, WISCONSIN 


(IL addddddddddddddddddddddaadaadddddddididdisss 
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“But ...We Knew 
That All Along...” 


A large retail store with an exces- 
sively difficult sales problem called 
in a sales counselor and asked for 
expert advice. 

He talked with the store’s execu- 
tives, buyers, sales people. 

He studied the store and its stocks. 

He interviewed customers. 

He trudged the streets to get first- 
hand buying histories of customers 
who had once dealt there and now 
did not. 

In the end, he submitted a 62- 
page report, analyzing the store's 
problem, and suggesting scores of 
courses which ran all the way from 
major operations to palliatives. 

When it was all done and sub- 
mitted, the store president said: 

‘That's all absolutely true. . but 
these ideas are not new to us.” 

“But have you tried them?”’ 

And the president shook his head. 

In every company which has a 
sales problem . . . and almost every 
company has a sales problem .. . 
there is at least one person who 
knows what should be done. 

In most cases, many people know 
what should be done. 

The trouble is that no one does 
those things. 

The difference between success 


and failure joften lies in merely 
doing the things which everyone 
knows should be done. 

It is one of the functions of a 
modern advertising agency to dis- 
cover those half-hidden truths 
which ‘are the very foundation- 
stones of a company’s future success 

..and to see that something be 
done about them. 

It is another of the functions of 
an advertising agency to resist the 
impulse to drag in something whose 
only virtue is that it is new. 

There have been cases where some 
new idea revolutionized a business 
over night. And those cases have 
been notable. But they are the 
exceptions rather than the rule. 

And the reason is plain to see. 
For on the one hand, you are trying 
to graft new functions upon the 
business ... and on the other, 
you are nurturing and developing 
and bringing out some angle of the 
company's sales or service which 
is a natural outgrowth of that busi- 
ness, and its methods of operations. 

Don’t discourage the new . . . or 
the impulse to do new things. 

But don’t under-estimate the im- 
portance of the old-but-untried. 


KETCHUM, MACLEOD 


& GROVE, INC. 
Koppers Building... Pittsburgh , 


ADVERTISING 
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/ MODERN 
EQUIPMENT 


fae 


MODERNIZATION, 
ROGRAMS 


PR MSZ 


Never before has The Babcock & Wilcox Company had such'a wide 
range of équipment suitable for modernizing older power stations that” 
are now obsolescent because of the great strides made during the past a 
ten years in the economical generation of power. * “ 
Since 1929, the Company has developed, or announced as available: © : 
new types of boilers, a new water-cooled furnace construction, a pul 
verizer of 50-tons capacity, new types of fuel-burning equipment, one z 
many improvements made in its other products. : 
The Babcock & Wilcox Company is fully prepared to help producer 
of power to carry out modernization programs involving changes, such: 
as the installation of modern slag-tap furnaces with water-cooled floors, 
high-pressure boilers super-imposedon existing low-pressure systems) 
or high-pressure high-temperature units. 
Babcock & Wilcox Engineers will be glad to discuss with executives 
and engineers the economic application of these new and improve 


products, 


The Babcock & Wilcox Company .. » 85 Liberty Street... N.Y 


.. BABCOCK & WILCO. 
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